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I. OVERVIEW

Wisconsin has enjoyed considerable economic prosperity over the last decade.  This prosperity
led to more jobs, increases in personal income and improvement in the quality of life of all
Wisconsin citizens.  It also helped spur significant growth in state government revenues.
Surplus revenues throughout the 1990's were used to reduce state income and local property
taxes – keeping more income in taxpayers' pockets and leveraging further economic growth.
Surpluses helped expand assistance to Wisconsin's neediest families and individuals through
such programs as BadgerCare, Wisconsin Works and SeniorCare.  Our prosperity allowed us to
push school aids and credits up by over $2.8 billion to support two-thirds of school costs and
allowed us to create new programs to lower class size and put computers in every school.
These efforts continue to bear fruit as Wisconsin continues to lead the nation on measures of
student achievement.  The foundation for future economic growth was reinforced through
support of the University of Wisconsin System and the Wisconsin Technical College System.
We also invested in public safety – getting tough on crime and investing in the personnel and
facilities necessary to keep criminals out of our neighborhoods.

Education, services to the poor, disabled and elderly, economic growth, and public safety –
these are the core functions of state government.  The growth in revenues that was fueled by
the economic prosperity of the 1990's helped expand the reach and vitality of these functions.
When the economy slows, it is these functions that must be protected by scrutinizing and
prioritizing all state expenditures.

On August 30, 2001, Governor McCallum signed 2001 Wisconsin Act 16 (Act 16), the state
budget for the 2001-03 biennium.  From its inception in September 2000, the 2001-03 biennial
budget was developed in the face of declining revenues and increasing pressure for more
spending.  Between release of the statutorily-mandated revenue estimates produced by the
Department of Revenue in November 2000, and the January 2001 estimates produced by the
Legislative Fiscal Bureau, revenues for the succeeding two years dropped by over $660 million.
In May 2001, the Legislative Fiscal Bureau estimated that revenues would fall another
$620 million during the 2001-03 biennium.  This $1.3 billion revenue shortfall was in addition to
a $1.1 billion mismatch between ongoing revenues and ongoing expenditures (the "structural
deficit") from the 1999-2001 biennium.

This $2.4 billion budget gap was closed without an increase in general taxes through five
percent cuts to state agency spending, delays in staffing new prisons, use of proceeds from the
sale of tobacco settlement agreement revenue bonds and reallocation of federal
intergovernmental transfer revenues to support state medical assistance funding.  Extraordinary
accounting devices were also employed to ensure a positive budget balance.  These measures
included delaying a school aid payment and reducing the budget's required ending balance.
Governor McCallum used his veto power to strengthen the final budget as much as possible by
removing these accounting devices and reducing spending by a record $62 million.

The Governor's vetoes, combined with his fiscal management proposals adopted by the
Legislature, have strengthened the state's long-term fiscal outlook.  These proposals include a
requirement to deposit fifty percent of unanticipated revenues in the state's budget stabilization
fund, placing a cap on growth in state spending and requiring full disclosure of the future cost
implications of new budget initiatives.  This prudent approach placed the state's finances on a
firmer financial footing in the face of uncertain economic conditions.
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The terrorist attacks of September 11, 2001, sent a shock wave through the nation and our
economy.  Economic indicators that had been slowly falling throughout 2001 dropped sharply
after the attacks – consumer confidence evaporated, layoffs increased and retail sales dropped.
The attacks revealed our vulnerability – from both a security and economic perspective.
Furthermore, the continuing economic slowdown combined with the shock of September 11,
brought the vulnerability of the state budget into stark contrast.  The Governor's budgetary
reforms adopted in Act 16, while strengthening the long-term fiscal outlook of the state, cannot
immediately undo financial decisions made over the last twenty years.

In the months since September 11, our slide into recession has been validated and the
resiliency of Americans and our economy has been confirmed.  The last four months have also
provided further evidence that the revenue estimates produced by the Legislative Fiscal Bureau
in May 2001 need to be revised.  The economy has fallen further than estimated over eight
months ago.  The result is a shortfall in state revenues of $1,039.2 million.  In addition, the state
commitment to two-thirds of school costs needs to be fully funded, federal tax law changes need
to be incorporated into the state tax code, spending pressures in key programs addressed and
the required ending general fund balance met.

TABLE 1

Total Shortfall From Act 16 Fund Condition

2001-03
(Dollars in Millions)

Act 16 Gross Balance (not including delayed school aid payment) $155.1

Changes Since Act 16 (separate legislation; higher FY01 ending balance) 8.1

Maintain 1.2 Percent Required Balance -142.8

Revised Revenue Estimates (Legislative Fiscal Bureau 01/16/02) -1,039.2

Spending Pressures
Full Funding of Two-Thirds of School Costs -115.0
Medical Assistance Caseload Growth -74.4
Foster Care/Adoption Assistance Payments       -4.4

Total Spending Pressures -$193.8

Federal Tax Law Changes -33.0
Other Reestimates (Lapses, Sum-Sufficient Appropriations, GPR-Earned)      -11.9

Total Shortfall from Act 16 -$1,257.5

In addressing this shortfall, the Governor has identified the following goals:

� Do not increase state or local taxes.

� Maintain excellence in educating our children.

� Protect Wisconsin's most vulnerable citizens – the poor, disabled and elderly.
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� Enhance Wisconsin's economy and labor force.

� Ensure the public safety of Wisconsin citizens.

� Prioritize and refocus state and local spending.

� Strengthen the long-term viability of state finances.

The Governor's budget reform bill includes the following measures to assist in reaching these
goals.

A. REDUCE STATE AND LOCAL GOVERNMENT SPENDING

The Governor recommends that the budget gap be addressed primarily by reducing state and
local government spending.  This approach will avoid tax increases and will protect core
services and foster more efficiency in government.

The budget reform bill includes the following reductions from levels approved in 2001 Wisconsin
Act 16 (Act 16):

� Reduce the Governor's Office budget by five percent in fiscal year 2001-02 and ten percent
in fiscal year 2002-03.

� Reduce the Department of Corrections budget by six percent in fiscal year 2002-03.

� Reduce most state agency budgets by 3.5 percent in fiscal year 2001-02 and five percent in
fiscal year 2002-03.  These reductions combined with those included in Act 16 bring the total
reductions to 11.5 percent.

� Reduce direct aid programs related to public libraries and the Health Insurance Risk-Sharing
Plan programs by five percent in fiscal year 2002-03.

� Reduce funding for the University of Wisconsin System by one percent in fiscal year
2001-02 and 4.5 percent in fiscal year 2002-03.  In addition, require the Board of Regents to
seek approval of the Joint Committee on Finance and the Department of Administration for
any increase in undergraduate resident tuition for the 2002-03 academic year that exceeds
ten percent.  Under Act 16, tuition was expected to increase seven to nine percent in fiscal
year 2002-03.

� Reduce funding for the Wisconsin Technical College System operations by one percent in
fiscal year 2001-02 and 4.5 percent in fiscal year 2002-03.  In addition, reduce funding for
general and categorical aids by 4.5 percent in fiscal year 2002-03.

� Reduce local government (county and municipal) spending by four percent statewide in
calendar year 2002.  Shared revenue to local governments will be reduced by approximately
$39 per capita to implement this reduction, generating $350 million to offset the budget
shortfall.
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� Place strict levy limits on local governments to ensure that these spending reductions are
not transformed into property tax increases.  Local levies will be limited to the increase in the
consumer price index, adjusted for changes in a jurisdiction's population.  Communities with
property tax rates under one mill will be exempt.  The levy limits can be exceeded only with
approval of voters through referendum.

� Focus state support for school costs on instructional activities by capping at fiscal year
2001-02 levels the amount of local school district debt service that is included in the
calculation of two-thirds of local school costs.  Reduce equalization aid by $20 million in
fiscal year 2002-03 to reflect this change.

� Eliminate several programs, including the state supplement for federally qualified health
centers, the Youth Challenge Program in the Department of Military Affairs, state subsidies
for exposition facilities operated by Dane County, the Business Development Initiative,
grants for the Wisconsin Patient Safety Institute and state aid to the Milwaukee Public
Museum.  Repeal of these programs will help offset the need for deeper reductions in
biosecurity activities in the Department of Agriculture, Trade and Consumer Protection.  In
addition, these reductions will protect key state functions, such as National Guard
operations and tuition grants, emergency government and medical services, and vocational
rehabilitation services from any reductions.

� Sell several state assets to offset the need for further reductions, including the Lorraine
Building, the former Department of Corrections central office building and the Lake Terrace
State Office Building.

� Allocate public benefits funding associated with energy conservation contracts on a one-
time basis to pay the cost of state energy conservation initiatives and the fuel and utility
costs of high priority state facilities (armories, care and treatment facilities for the
developmentally disabled, and University of Wisconsin instructional buildings).

� Recognize savings in the Medical Assistance and BadgerCare programs by changing
payment schedules for managed care providers and increasing the number of drugs that
must receive prior authorization.

� Authorize the Governor to declare a fiscal emergency and make across-the-board
reductions in most state appropriations in the event that actual revenue collections are less
than estimated by the Legislative Fiscal Bureau.

� Maintain a 1.2 percent ending balance in the general fund.
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Many of the recommended reductions are in addition to cuts implemented in Act 16.  The
combined impact of both reductions is listed below:

TABLE 2

Budget Reform Bill/Act 16 Reductions

FY03 Reductions
Budget Reform Bill

Combined with
Budget Reform Bill Act 16 Reductions

Governor's Office 10.0% 16.5%
State Agencies 5.0% 11.5%
Corrections 6.0% 6.0%
University of Wisconsin and Technical

College Systems
4.5% 4.5%

Local Government Spending 4.0% 4.0%

B. MAINTAIN CORE PROGRAMS

The Governor recommends exempting high-priority programs from any budget reductions.
Some of these programs provide direct assistance to Wisconsin's most vulnerable citizens – the
poor, disabled and elderly.  Furthermore, state support for two-thirds of local school costs is
maintained and the Legislature's payment delay of $115 million in school aids to the next
biennium is fully funded in this biennium.  These measures will ensure that the state's
commitment to fund two-thirds of school costs is met without undermining the state's long-term
fiscal health.

Reductions to Medical Assistance and related human services programs would also reduce
federal aid to Wisconsin by $1.50 for every $1 reduction.  Wisconsin is already in the bottom five
states for receipt of federal assistance per capita.  Reductions in federal assistance do not make
sense at any time, and particularly not during a budget crisis.

The budget reform bill also preserves Act 16 funding levels for the court system and the direct
services of the State Public Defender.  A small fee increase will be added to avoid any reduction
to these programs.  This is the only fee increase in the Governor's budget.  These fees have not
been increased since 1995.
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The following highlight some of the key programs that are exempt from budget cuts:

Assistance to the Elderly, Disabled and Poor

� Medical Assistance (benefits and provider rates)
� SeniorCare (elderly drug assistance)
� BadgerCare Benefits
� Family Care
� Community Options Program/Community Integration Program
� Community Aids
� Supplemental Security Income (SSI)
� Birth to Three
� Child Welfare Services
� Tax Relief for Low-Income Individuals
� Wisconsin Works (W-2) and Child Care Subsidies
� Vocational Rehabilitation
� Domestic and Elder Abuse
� Food Pantries
� Public Health Grants

Direct Education Services

(These exemptions are in addition to exempting general school aids.)

� Student Achievement Guarantee in Education (SAGE) (small classes)
� Special Education
� School Breakfast/Lunch

Justice System

� Public Defender Direct Services
� District Attorneys and Court System
� Youth Aids to Counties

Public Safety and Security

� National Guard Operations/Emergency Government
� Emergency Medical Services

Economic Development Assistance

� Tourism Marketing/Business Development Programs
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C. TRANSITION TO A NEW STATE AND LOCAL GOVERNMENT
RELATIONSHIP

� The state provides $2,889 million (all funds) in aids to local governments.

� The Governor's budget phases out shared revenue over the next three years.  Other local
aid programs are unaffected, totaling over $2.5 billion.

TABLE 3

State Aid to Counties and Municipalities – All Funds FY03*

GPR SEG/PR FED Reductions Total
(Dollars in Millions)

Shared Revenue $1,029 -$350 $679
Computer Aid 78 78
Transportation Aid $535 $192 727
Human Services 447 50 201 698
Judicial 24 24
Environmental and Natural Resources 120 68 1 189
General Executive 3 12 35 50
General Appropriations 22 1 23
Commerce      10     27     34             71

$1,733 $693 $463 -$350 $2,539

*Excludes property tax credits and federal aid received directly by local governments.

� The state currently supports over one-third of general local government spending through
such programs as shared revenue, general transportation aid, youth aids and community
aids.  Furthermore, the state has assumed responsibility for a number of programs that were
formerly funded by local government, including district attorney salaries and Milwaukee child
welfare services.

� The recent Wisconsin Blue-Ribbon Commission on State-Local Partnerships for the 21st
Century (Kettl Commission), chaired by Professor Don Kettl, raised a number of issues
concerning municipal finance and the relationship between the state and local governments.
Major issues included the multiple layers of government, determining a reasonable level of
government services, establishing the level of government responsible for providing certain
services and diversifying local government revenue sources.  Many approaches to reduce
spending were explored.  However, because there has been no fiscal urgency to address
spending reductions, few of these issues have been addressed and spending remains high.
One of the primary reasons is an unwillingness to abandon the current distribution of shared
revenue without having a mechanism in place to transition to a new system.

The Governor recommends building on the work of the Kettl Commission and setting the stage
for meaningful reform in the state and local government relationship by phasing out the current
shared revenue program over the next three years.



8

The Governor's recommendation includes the following components:

� Eliminate the current shared revenue program in fiscal year 2004-05 (calendar year 2004).
For calendar years 2002 and 2003, shared revenue payments will be reduced by
$350 million.  For calendar years 2002 and 2003 the $350 million reduction will reduce
overall municipal and county spending by four percent and the reduction for calendar year
2004 will be thirteen percent.

� Create a commission on local government finances to review local government spending,
efficient delivery of services (e.g., regional approaches), state mandates and the
diversification of local revenue sources.  This commission will serve as the architect to build
a new relationship between state and local government.  The commission, with membership
appointed by the Governor, would report on its findings by February 1, 2003.  Legislation to
restructure local government finances would have to be in place by the summer of 2003, in
order to be effective with the start of the local government fiscal year that begins January 1,
2004.

� Require that any proposed legislation or administrative rules include a statement of the
economic impact on local governments and private firms.

� Establish a mandate appeal process for local governments.  The Department of Revenue
will serve as a clearinghouse for receiving and disseminating local government requests for
exemptions from state mandates.

� Use revenue from the tobacco securitization transaction as bridge financing to allow
phaseout of shared revenue.  This will require the use of an additional $794 million of
tobacco securitization revenues.

� Continue commitment to fully fund the Tobacco Control Board.

� Establish a commitment to repay tobacco endowment fund beginning in the 2003-05
biennium.

D. INVEST IN WISCONSIN'S FUTURE

The Governor recommends a number of initiatives to ensure the safety and security of
Wisconsin's citizens and the continued vitality of Wisconsin's economy.

Enhancing Wisconsin's Security

� Provide $3.6 million to enhance local emergency response efforts.  Funding will support
grants for first responder equipment in rural areas, training for emergency response efforts,
communication equipment for public health departments, and information technology efforts
in support of chemical and biological threat surveillance activities.

� Create a cabinet-level domestic security position to coordinate the state's efforts to ensure
public health and safety.

� Provide $500,000 to establish a statewide trauma system for integrating information transfer
capabilities between hospitals, emergency medical services and law enforcement.
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� Increase funding for the Division of Health in the Department of Health and Family Services
and the State Laboratory of Hygiene to enhance epidemiological and testing capabilities in
response to large-scale chemical or biological threats.

� Provide five additional Capitol Police officers to meet increased security needs at the State
Capitol and other state facilities.

� Implement changes in criminal sentencing guidelines to ensure implementation of truth-in-
sentencing in the most effective and efficient manner possible.

Labor Force Training and Economic Stimulus Initiative

� Refocus the $4.2 million technical college Technical and Occupational Program (TOP)
grants to provide tuition stipends for retraining dislocated workers.

� Increase student financial aid by $2 million for low and moderate income families attending
either the University of Wisconsin System or Wisconsin Technical College System.

� Reduce amounts set aside in state construction contracts from ten percent to five percent.
This change recognizes the ability of the state to adequately ensure contract compliance
and enhances the capabilities of the construction industry to spur further economic growth.

� Streamline electronic commerce by adopting provisions under the Uniform Electronic
Transactions Act.

� Enhance privacy and security associated with electronic commerce by adopting a number of
prohibitions on unsolicited electronic mail and other measures to protect consumers
participating in the electronic marketplace.

� Establish a Grants Management Office in the Department of Commerce to assist
governmental agencies, nonprofit organizations and schools with securing public and private
sector grants.

� Adopt recent changes to federal tax laws, including increased deductions for contributions to
individual retirement accounts.
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II. IMPROVING THE STATE'S FISCAL OUTLOOK

A. BACKGROUND ON STATE GOVERNMENT REVENUES AND SPENDING

The 2001-03 biennium is presenting many challenges for state government.  It is important to
understand the sources of the state's revenues and areas of state spending when considering
options to address the current fiscal situation.  Over half of the state's revenues are raised
through taxes, and these revenues are directly linked to the state's overall economic
performance.  These revenues are composed of individual income tax, the state sales tax, the
corporate income tax, and various excise and other taxes.  Individual income taxes and state
sales taxes provide most of this revenue.  Collectively, all of these tax revenues are known as
general purpose revenues (GPR).

CHART 1

Source:  January 2002 Reestimate

Federal funding represents the second largest source of the state's revenues.  These funds are
received for various grant and aids programs such as Medical Assistance (MA), temporary
assistance for needy families (TANF), and highway and other transportation aids.  The federal
government establishes the funding levels for these programs, and many programs require that
the state provide matching funds.  Corresponding state match funding, where applicable, is
budgeted in the other state funding sources.

Program revenue (PR-O) is received from user fees to finance specific activities such as public
utility regulation, agricultural commodity inspections and State Fair Park admissions.  Program
revenue is generally budgeted to reflect the anticipated demand for these specific activities.

FY03 General Purpose Revenue Taxes by Source

Personal Income
50.9%

Sales
36.1%

Corporate
5.7%
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2.2%
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2.7%

Other
2.4%
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Segregated revenues (SEG) include revenues received from discrete sources such as the
motor fuel tax, hunting and fishing license fees, and lottery ticket sales.  These revenues are
deposited into segregated funds such as the transportation fund, the conservation fund and the
lottery fund.  These funds are maintained independently from the general fund and are credited
with any interest they earn.  Segregated revenues are normally restricted for specific purposes
and are not considered part of the general revenues of the state.

CHART 2

Source:  2001 Wisconsin Act 16

In fiscal year 2002-03, sixty percent of total GPR spending will be for local assistance, i.e., state
payments made directly to or on behalf of local units of government (K-12 school districts, cities,
villages, towns, counties and technical college districts).  In fiscal year 1997-98, the last year for
which data are available, Wisconsin ranked sixth among the states in the amount of aid
provided to local governments on a per capita basis.  The large percentage of the state budget
returned to local governments is a major reason state taxes in Wisconsin are higher on average
than in other states, and underscores the need for local spending restraints.

The second largest GPR budget component provides financial assistance to individuals.
Approximately sixteen percent of the GPR budget in fiscal year 2002-03 is for state payments
made directly to or on behalf of individuals, through programs such as Medical Assistance (MA),
Wisconsin Works (W-2), student financial aid and various state property tax credits.

The third and fourth largest GPR budget components are for the operations of the University of
Wisconsin System and of all other state agencies.  All state agencies aside from the University
of Wisconsin System, including the courts and the Legislature, constitute about fifteen percent
of the state GPR budget in fiscal year 2002-03, and the University of Wisconsin System

FY03 State Budget by Fund Source

General Purpose 
Revenue

51.0%

Federal Revenue
24.0%

Segregated Revenue
12.0%

Program Revenue
13.0%
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constitutes another nine percent.  The total GPR-funded annual state payroll for all university
and state employees is approximately $1.3 billion.

CHART 3

Source:  2001 Wisconsin Act 16

The portion of the state budget allocated to these broad purposes tends to be fairly stable over
time, reflecting the magnitude of the dollars involved.  Recent state commitments to fund two-
thirds of K-12 school costs (starting in fiscal year 1996-97) and the decision to offset the cost to
local governments of exempting computer equipment from the property tax (starting in fiscal
year 1999-2000) contribute to the increased share of the state's budget devoted to local
assistance.

B. CHANGES IN ECONOMIC CONDITIONS

Completing the 2001-03 biennial budget was complicated by declining revenues throughout
calendar year 2001.  The budget enacted in August 2001 anticipated a slowing economy, but
assumed that Wisconsin would avoid a deepening recession.  It is now quite evident that the
economic slow-down is deeper and will last longer than estimated in 2001 Wisconsin Act 16.
The chart below details the revenues lost every time a new revenue estimate was made.  As a
result of these reestimates, the state will receive less revenue during the 2001-03 biennium.
However, it is important to note that positive revenue growth of 1.5 percent in fiscal year
2001-02 and 3.1 percent in fiscal year 2002-03 is anticipated.  This revenue reestimate chart is
then followed by a series of charts detailing the trend of various economic indicators over the
past few years.

FY03 GPR Budget by Purpose

Local Assistance
60.0%Aids to Individuals

16.0%

State Agency 
Operations

15.0%

University of Wisconsin 
Operations

9.0%
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CHART 4

This weakness is manifest across the economy.  A weaker job market eroded consumer
confidence even before the terrorist attacks of September 11th.  The attacks themselves drove
confidence sharply lower.

CHART 5

Consumer Sentiment Falls Off in Calendar Year 2001
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Revenue Estimates Down Sharply
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Retail sales was one of the first areas to realize the effects of the weaker employment growth
and the drop in consumer confidence.  Retail sales have been slowing throughout the year with
a sharp drop after September.  Concessionary financing terms have helped automobile sales at
year-end, but this has been insufficient to offset weakness elsewhere in the retail sector.

CHART 6

The recession is most acutely felt in manufacturing.  As a leading manufacturing state, this is a
principal area of weakness for Wisconsin.  Manufacturing activity has been steadily declining for
over a year.  In September, manufacturing sustained one of its worst drops since the Great
Depression.

CHART 7

United States Manufacturing Falls Off in Calendar Year 2001
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National Retail Sales Fall Off in Calendar Year 2001
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An already soft economy tipped into a decline beginning in the third quarter of 2001, shortly
after the biennial budget was enacted.  Real gross domestic product (GDP) fell in the third
quarter.  Current forecasts by DRI-WEFA estimate a mild recession with real GDP losses
continuing through the first quarter of 2002.  A slow recovery will follow for the remainder of the
year.  While recovery is expected later in 2002, the losses from the recession will not be
recouped this biennium.  The economic base will be smaller before growth resumes.

CHART 8

The weaker employment outlook carries over to weaker personal income.  Wisconsin personal
income is now estimated to be much weaker than anticipated in Act 16.  The lower income
reduces the estimate of Wisconsin’s tax collections for the 2001-03 biennium.

CHART 9

Economic Losses Not Recouped in the Biennium
Real Gross Domestic Product
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Economic weakness that was confined to a few states at the beginning of the year became
widespread by the end of the year.  Over forty states are currently revising revenues downward.
Nationally, employment declined by 0.7 percent from December 2000 to December 2001.
Thirty-six states report declining employment.  Wisconsin is faring better than the rest of the
country in the current recession and Wisconsin's unemployment rate remains well below the
national average.

CHART 10

C. LONG-TERM TAX OUTLOOK AND REVENUE PROJECTIONS

National Economy
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� Profits.  After declining sharply in calendar year 2001, profits are projected to increase in
calendar years 2002 and 2003.  After falling 14.4 percent in calendar year 2001, profits will
be up 4.2 percent in calendar year 2002 and up 9.8 percent in calendar year 2003.

� Incomes.  Slower employment growth will moderate income gains in calendar years 2002
and 2003.  Personal income will increase by 2.2 percent in calendar year 2002 and
5.2 percent in calendar year 2003.

Wisconsin Economy

In recent years, Wisconsin has outperformed the national economy.  Wisconsin's unemployment
rate has been below the nation's unemployment rate since 1988.  From 1991 to 2000,
Wisconsin's per capita personal income growth has exceeded the rest of the country.

Wisconsin has had strong employment since 1996.  Even with the economic weakness at the
end of 2001, Wisconsin's unemployment rate averaged 4.3 percent for the year, compared to a
national average of 4.8 percent.

� Employment.  The state's overall employment growth will reflect the current weakness in the
economy and the modest recovery.  In 2001, total nonfarm employment was flat, increasing
0.1 percent.  For 2002, employment will decline 1.4 percent and return to growth in 2003, up
0.6 percent.

� Income.  Wisconsin's personal income growth will be slightly below national averages over
the next two years.  Wisconsin's total personal income should increase by 2.2 percent in
2002 and 4.5 percent in 2003.

Revenue Estimates

On the one hand, the weaker economy adversely affects revenue estimates.  Revenues for the
biennium are expected to be $1.039 billion less than anticipated in the biennial budget.
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On the other hand, these revenue estimates verify the resiliency of the state's economy.
Growth in revenue continues despite the current recession.  GPR revenues will increase by
1.5 percent in fiscal year 2001-02 and 3.1 percent in fiscal year 2002-03.

TABLE 4

Current Law Revenue Estimates, 2001-03

Tax Amount Actual
In Millions of Dollars FY01 FY02 FY03 FY02 FY03 FY02 FY03 Biennium

Individual Income 5,156.6    5,455.5    5,687.1    5,220.0    5,330.0    (235.5)      (357.1)      (592.6)      

General Sales & Use 3,609.9    3,750.6    3,975.1    3,680.0    3,830.0    (70.6)        (145.1)      (215.7)      

Corporate Income 537.2       594.2       606.3       480.0       535.0       (114.2)      (71.3)        (185.5)      

Public Utility 239.2       244.0       250.0       253.7       257.4       9.7           7.4           17.1         

Excise
Cigarette 243.5       300.4       306.6       296.4       304.6       (4.0)          (2.0)          (6.0)          
Liquor 35.5         35.9         36.8         35.1         36.2         (0.8)          (0.6)          (1.4)          
Beer 9.4           9.5           9.5           9.4           9.4           (0.1)          (0.1)          (0.2)          
Tobacco Products 11.4         14.5         16.2         14.0         15.5         (0.5)          (0.7)          (1.2)          

Estate 77.1         110.0       91.0         85.0         67.0         (25.0)        (24.0)        (49.0)        

Insurance 89.0         90.0         92.0         87.0         90.0         (3.0)          (2.0)          (5.0)          

Miscellaneous 54.7         56.6         60.3         57.6         59.6         1.0           (0.7)          0.3           

Total 10,063.4  10,661.2  11,130.9  10,218.2  10,534.7  (443.0)      (596.2)      (1,039.2)   
Percent Change -8.1% 5.9% 4.4% 1.5% 3.1%

Act 16 Estimates LFB January 2002 Change from Act 16 Estimates
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Adopting Federal Tax Improvements

The Governor recommends Wisconsin conform with the major federal tax reforms enacted in
the Economic Growth and Tax Relief Reconciliation Act passed last June, plus all provisions of
the three federal laws enacted in 2000.  These changes will adopt federal tax reforms for
education financing, retirement savings and pension contributions.  The effect of the provisions
will reduce state taxes by $33 million over the biennium.

TABLE 5

Governor’s Recommendations, 2001-03

Tax Amount Actual
In Millions of Dollars FY01 FY02 FY03

Individual Income 5,156.6         5,211.8             5,311.5             

General Sales & Use 3,609.9         3,680.0             3,830.0             

Corporate Income 537.2            479.7                529.1                

Public Utility 239.2            253.7                257.4                

Excise
Cigarette 243.5            296.4                304.6                
Liquor 35.5              35.1                  36.2                  
Beer 9.4                9.4                    9.4                    
Tobacco Products 11.4              14.0                  15.5                  

Estate 77.1              85.0                  67.0                  

Insurance 89.0              87.0                  90.0                  

Miscellaneous 54.7              57.6                  59.6                  

Total 10,063.4       10,209.7           10,510.3           

Governor's Recommendation
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D. GENERAL FUND CONDITION STATEMENT

TABLE 6

General Fund Condition Statement

FY01 FY02 FY03
(Dollars in Millions)

OPENING BALANCE, JULY 1 $835.7 $207.5 $151.4

REVENUES AND TRANSFERS
Taxes $10,063.4 $10,209.7 $10,510.3
Departmental Revenues

Tobacco Settlement 124.4 155.5 157.6
Tobacco Securitization 450.0
Other      235.0      234.7      226.5

Total Available $11,258.5 $11,257.4 $11,045.7

APPROPRIATIONS, TRANSFERS AND RESERVES
Gross Appropriations $11,129.1 $11,486.3 $10,970.6
Compensation Reserves 111.9 27.9 82.5
Transfer to Tobacco Control Board 6.0 15.3
Less Lapses     -190.0     -414.3     -165.1

Total Expenditures $11,051.0 $11,106.0 $10,903.3

BALANCES
Gross Balance $207.5 $151.4 $142.4
Less Required Statutory Balance  -134.9  -138.2  -132.6

Net Balance, June 30 $72.6 $13.2 $9.8

E. IMPROVING THE STATE'S LONG-TERM FISCAL HEALTH

In past economic downturns, especially the recession of the early 1980's, Wisconsin budgets
were balanced by shifting payments from one fiscal year to the early part of the next.  As a
consequence, Wisconsin now has major financial commitments in July through November of
each fiscal year.  These commitments include $469 million for the school levy credit, $75 million
in July school aid payments and over $1 billion in shared revenue payments to local
governments.  Shared revenues are paid in the state fiscal year (runs July to June) that begins
in the second six months of the local government fiscal year (runs January to December) (e.g.,
fiscal year 2001-02 shared revenue – paid in July and November 2001 – supported local
government spending in calendar year 2001).

While these shifts had the positive effect of preserving state aid to local governments during
periods of fiscal stress, they have had the negative impact of increasing the state's deficit under
generally accepted accounting principles (GAAP).  The GAAP standards differ from Wisconsin's
budget practices in that GAAP recognizes revenues when earned and expenditures at the time
liabilities are created.  The state's budget practices, meanwhile, are more closely tied to when
revenues are received and when expenditures are made.  These differing treatments have
enabled Wisconsin to have surpluses under state law but deficits under GAAP.
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Because of its comprehensive nature, GAAP standards have become increasingly important in
determining a state's creditworthiness.  The emphasis placed on GAAP balances by credit
rating agencies has encouraged many states to improve their finances as measured by these
standards.  Wisconsin, however, has taken only limited action.  As a consequence, Wisconsin
was one of only two states reporting GAAP deficits prior to the onset of the current recession.

Beyond placing the state in deficit under GAAP standards, the shift of payments from one fiscal
year to another as a budget "solution" has also had a negative impact on the state's cash
balances.  Because aid payments and other commitments outweigh revenues during the first
half of each state fiscal year, the state's cash balances are dramatically depleted from July to
December.  During prosperous years, the state can address the mismatch in the timing of
receipts and expenditures within a fiscal year through short-term borrowing.  During challenging
economic times, however, the aid shifts demand that Wisconsin take quick action to resolve
budget shortfalls.  If no action is taken, Wisconsin is threatened with being unable to borrow the
funds necessary to make state aid payments in a timely manner.

In signing the 2001-03 budget into law, the Governor took two important actions to halt the
decline of the state's cash balances and avoid a further increase in the state's GAAP deficit.
These were vetoing a shift of $115 million in school aid to July of the following fiscal year and
increasing the general fund ending balance.  These actions by the Governor were fundamental
steps in displaying the state's willingness to address fiscal problems and improving its ability to
attract and retain the businesses that will provide economic growth for Wisconsin.

In order to balance the 2001-03 budget, protect key programs and improve the state's long-term
fiscal health, the Governor recommends restructuring the state, county and municipal
government relationship:

� Reduce local spending by four percent in calendar year 2002 through a $350 million
reduction in municipal and county shared revenue.

� Phase out shared revenue over the next three years.

� Place levy limits on municipalities and counties to prevent the state spending decrease from
shifting to a property tax increase.

� Bring long-term spending into line with revenues through phase out of the $1 billion shared
revenue program.

� Maintain the commitment to provide $2.5 billion for other state payments to local
governments.

� Set the stage for local governments to review local spending, consolidate functions and
increase cooperation between governmental units.

Under the Governor's recommendations, GPR shared revenue payments will be reduced by
$350 million in calendar years 2002 and 2003.  Beginning in calendar year 2004, all shared
revenue programs, including county mandate relief, expenditure restraint and small municipality
shared revenue will be eliminated.  This phaseout of shared revenue will reduce the state's
GAAP deficit by $282 million in fiscal year 2002-03 and by $519.9 million beginning in fiscal
year 2003-04.
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III. REDESIGNING THE STATE-LOCAL PARTNERSHIP

A. BACKGROUND ON SHARED REVENUE AND THE KETTL COMMISSION

The phaseout of shared revenue demands a complete redesign of the state-local partnership.
This redesign will be greatly assisted by the recent work of the Wisconsin Blue-Ribbon
Commission on State-Local Partnerships for the 21st Century (Kettl Commission).

The discussions and recommendations of the Kettl Commission highlighted characteristics of
the current state-local relationship that demand attention:

� Wisconsin has the third highest combined state and local tax burden in the nation.

� Further taxes will hinder Wisconsin's ability to compete in the global marketplace.

� Local governments in Wisconsin raise the fifth smallest share of their own revenue in the
nation.

� Wisconsin has over 3,000 units of government, the eleventh highest in the United States.

� Even after devoting sixty percent of the state's budget to state aid to local governments,
Wisconsin's property tax burden is the eleventh highest in the nation.

� Decisions to raise revenues have been separated from decisions to spend.

� A multitude of governmental boundaries hinders the ability of local governments to provide
efficient service delivery.

� Taxpayers are confused over who is accountable for what tax and what service.

� Governments, rather than people, have center-stage in decision making.

A year after the Kettl Commission's report was issued, the concerns raised by the commission
remain unresolved.  Today's economic circumstances, however, now require us to directly
confront the status quo.

B. LOCAL TAXES, SPENDING AND SERVICE DELIVERY

Throughout its efforts, the Kettl Commission made clear that it would not recommend raising
taxes in an attempt to improve the relationship of the state to local governments in Wisconsin.
This would simply be repeating ninety years of Wisconsin state and local government history.
Instead, it focused on making government more productive and growing the economy.

The reason for this emphatic direction once again is found in Wisconsin's state and local tax
rankings.  In 1999, as a percent of personal income, Wisconsin had:

� The 6th highest income tax burden.

� The 11th highest property tax burden.
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� The 14th highest corporate income tax burden.

� The 29th highest sales tax burden.

� The 3rd highest overall combined state and local tax burden.

State aid to local governments must be considered in examining the level of local spending that
occurs in Wisconsin.  Wisconsin has the twelfth highest number of local government employees
per 10,000 population.  The payment of state aid to every town, village and city in the state may
help explain why Wisconsin has more governments than 39 other states and why Wisconsin
has more police departments than California.

C. USE OF TOBACCO FUNDING AS BRIDGE

Background on Tobacco Securitization

� Current law authorizes the secretary of the Department of Administration to sell the state's
Master Settlement Agreement (MSA) payments in a transaction known as tobacco
securitization.  This legislation assumed that the first $450 million received from the sale
would be transferred to the general fund for the operating budget and that an additional
$470 million received from the sale would be deposited in a permanent endowment fund.

� In addition, current law requires the Joint Committee on Finance to transfer the lesser of
$25 million or 8.5 percent of the market value of the investments in the permanent
endowment fund from that fund to the tobacco control fund beginning June 15, 2004, and
annually thereafter.

� More recent analysis, including lower general market interest rates and a more refined
analysis of the federal tax law issues associated with tobacco securitization allow revised
estimates of the amounts available from tobacco securitization.

� Optimal financing will maximize the amount of additional cash generated by the transaction.
Irrespective of the federal tax law implications, it will provide net proceeds of $794 million in
addition to the $450 million transfer to the general fund.

� A number of states are now looking to tobacco securitization transactions to meet operating
budget shortfalls.  For example, California has proposed in its budget to use a $2.4 billion
tobacco securitization transaction to meet costs of its health safety net for next year.

Tobacco Securitization to Supplement Shared Revenue

While it is the intent of the Governor's budget reform bill to eliminate shared revenue, the
Governor's plan uses tobacco securitization proceeds as a bridge loan to allow for the phase-
out rather than the sudden elimination of this program.

Specifically, the Governor recommends using tobacco securitization proceeds to supplement
the shared revenue to be paid by the general fund.  Consequently, the net reduction in shared
revenue payments will be limited to $350 million in both calendar years 2002 and 2003.  To
achieve this, $380 million will be appropriated from tobacco funding to support shared revenue
in 2002.  Another $214 million is expected to be available to support shared revenue in 2003.
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The two-year tobacco funding bridge will be fully provided to local governments within state
fiscal year 2002-03.

Table 7, below, shows how the tobacco dollars are expected to contribute to shared revenue
under the Governor's recommendations:

TABLE 7

Tobacco Dollars Contribution to Shared Revenue

2002 2003 2004
(Dollars in Millions)

Current law (all GPR) $1,029.4

Governor's recommendations
GPR shared revenue 299.4 $465.4 $0.0
Tobacco funded shared revenue    380.0   214.0        0.0
Total $679.4 $679.4 $0.0

Change versus 2002 current law -$350.0 -$350.0 -$1,029.4

The $350 million net reduction in shared revenues in both calendar years 2002 and 2003 will
require counties and municipalities, as a whole, to reduce their spending by approximately four
percent.  This reduction is far smaller than the 11.5 percent cut that state government agencies
will experience.

An estimated $200 million of tobacco securitization funds will be used to pay general fund debt
service in fiscal year 2001-02, freeing up GPR to support shared revenue payments already
made in this fiscal year.  This provision allows more efficient use of the tobacco securitization
proceeds under federal tax law, but must be passed and effective before February 15, 2002, to
incorporate the financial impact in fiscal year 2001-02.  In the event the budget reform bill is not
enacted by February 15, it is the Governor's intent that the entire $794 million in tobacco
proceeds be used for shared revenue with an offsetting impact on the general fund.

While the use of the tobacco dollars for shared revenue and debt service will exhaust the
proceeds from the state's tobacco bonds, the state will transition to a greatly improved fiscal
position:

� The need for short-term borrowing will end or be greatly reduced.

� The GAAP deficit will decrease.

� An annual expenditure of over $1 billion will be eliminated.

� Time to craft a new state and local partnership will be provided.
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The Governor remains committed, however, to restoring the tobacco securitization endowment
fund and maintaining funding for the Tobacco Control Board at the levels specified in Act 16.
Consequently, the Governor recommends steps to restore the tobacco endowment fund
beginning in fiscal year 2004-05, after the state has been able to transition to a sound fiscal
structure narrowed to its central goals and values.  In addition, the Governor recommends
exempting the Tobacco Control Board from any funding reductions.  Funding levels will be
maintained, using GPR, if necessary, for tobacco cessation and prevention programs.  Investing
these resources, particularly for programs aimed at teenagers and pregnant women, will result
in long-term savings in health care costs.

D. CONTROLLING THE GROWTH OF LOCAL PROPERTY TAXES

Just as state agencies must make cuts to already adopted budgets, the Governor expects local
governments to reduce their spending to accommodate the shared revenue reductions in 2002
and 2003.

The $350 million reduction to the shared revenue payments for 2002 and 2003 will be done on a
per capita basis.  The Department of Revenue will determine a per capita amount such that
when all county and municipal shared revenue payments are reduced by each locality's
population times this per capita amount, total shared revenue payments statewide will decline
by $350 million.  This reduction is expected to be about $39 per person.

In aggregate, this $350 million reduction will require budget cuts of an estimated four percent.
After identifying budget cuts for 2002, the Governor expects local governments to continue to
constrain spending in their 2003 budgets, thereby eliminating the need for tax increases to
offset the aid reduction.

To ensure this outcome, the Governor recommends limiting the growth of county and municipal
property taxes to the combined increase in inflation and population.  Debt service, costs for
complying with court orders and municipalities with very low mill rates (under one mill) would be
excluded from the levy limit.

E. COMPLETING THE WORK OF THE KETTL COMMISSION

Under the Governor's recommendations, shared revenue will be completely eliminated
beginning in 2004.  This will force a major examination of how local governments are funded,
how they are organized and how they provide services.  This examination must occur if the work
of the Kettl Commission is to be completed.

To create a forum to complete the work of the Kettl Commission, the Governor recommends
establishing a new commission to examine and make recommendations on a broad range of
local government issues. This new commission will review the organization, authority and
efficiency of local governments; the services provided by each type of jurisdiction; and mandate
concerns of local units of government.  This commission will examine local spending, identify
ways to increase efficiency (such as the sharing of services and consolidation of governments),
and review the relationship of local governments with the state.  The commission will submit a
final report on its recommendations by February 1, 2003, to allow adequate time for the
Legislature to consider its proposals before the full elimination of shared revenue occurs in
2004.
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To help root out obsolete and unnecessary state mandates, the Governor recommends that
counties and municipalities be able to appeal to the state for exemptions from most state
mandates not affecting health and safety.

To improve the state's understanding of how its actions may impact Wisconsin's communities,
the Governor recommends that any proposed legislation include a statement of economic
impact on local governments.
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IV. STATE PRIORITIES AND SPENDING REDUCTIONS

A. SCHOOLS

Maintaining the high quality of Wisconsin's public school system remains a top priority for the
Governor.  Even in periods of economic uncertainty, it is no less vital that schools be provided
adequate resources to help students acquire the knowledge and skills needed in an increasingly
knowledge-based economy.

The 2001-03 biennial budget (2001 Wisconsin Act 16) maintains the state's commitment to fund
two-thirds of school costs, as well as provides full-funding of the state's Student Achievement
Guarantee in Education (SAGE) program.  The SAGE program provides funding for schools to
reduce class size in grades kindergarten through three.  Almost one-half of Wisconsin's
elementary schools now benefit from this important program.  The Governor's veto of the
Legislature's decision to delay the payment of $115 million in school aid until fiscal year 2003-04
will also ensure that the two-thirds commitment is maintained without increasing the state's
structural deficit.  With the restoration of the $115 million delayed aid payment back to fiscal
year 2002-03, the 2001-03 total increase in state school aid will be $453 million.

Given the central role of public schools in the quality of life in Wisconsin, the Governor is
committed to protecting schools and the children they educate from major reductions in state aid
that could impair the high quality for which Wisconsin public schools are known.  The Governor
also recognizes that significant increases in spending by schools on building projects have
strained the state's ability to maintain its two-thirds commitment.  Since the state first made this
commitment in fiscal year 1996-97, annual spending on long-term debt has almost doubled.

CHART 11

School Debt Payments Have Increased 172% Since 1992
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To address the dramatic increase in spending on debt, the Governor recommends freezing the
amount of debt service included in the state's calculation of its two-thirds obligation at the fiscal
year 2001-02 level.  While this will not impact the eligibility of future debt service costs for state
aid, it reduces the school aid obligation in fiscal year 2002-03 by $20 million.  To ensure that this
reduction does not result in increased property tax levies, the Governor further recommends
that the allowable revenue increase per pupil for the 2002-03 school year be reduced by $23
per student.  This still allows districts to capture ninety percent of the revenue increase allowed
under current law.  It also represents less than a 0.3 percent reduction to expected fiscal year
2002-03 school district spending.  In making spending decisions, school districts should
emphasize instruction, not construction.

The Governor also recommends that funding for all categorical aids be maintained at the levels
appropriated in 2001 Wisconsin Act 16.  In addition, the Governor recommends that funding for
other aid programs targeted at special populations, such as aid for Very Special Arts and
minority group precollege scholarships, be maintained at budgeted levels.  School districts will
also benefit from significant increases in federal aid for special education and low-income
students.

These recommendations not only protect the quality of Wisconsin's public schools, but also
maintain the Governor's commitment not to shift state budget reductions to property owners
through higher property taxes.  Furthermore, protecting schools from drastic reductions in state
support recognizes that many school districts have settled contracts with teaching staff for both
the 2001-02 and 2002-03 school years that, if state funding were significantly reduced, would be
difficult to maintain without reducing teaching staff or increasing property taxes.

The Governor recommends reducing the Department of Public Instruction's state operations
funding, including funding for the state assessment program and, in fiscal year 2002-03, state
aid to public library systems and library service contacts.  The operations reductions cannot be
applied to the appropriation related to the program for the deaf and center for the blind without
the approval of the Joint Committee on Finance.  Meeting these fiscal challenges will also
require delaying implementation of the high school graduation test to the 2004-05 school year.
Like other state agencies facing state operations cuts, the Department of Public Instruction will
need to identify ways to maintain quality services in a more efficient manner.

Lastly, as part of the administration's priority to focus state spending on core functions, the
Governor recommends repealing state support for the Milwaukee Public Museum, beginning in
fiscal year 2002-03.  The Governor does not question the value or quality of the museum, but
state government can no longer provide funding to every public institution seeking it, no matter
how worthy.

B. SERVICES TO ELDERLY, POOR AND DISABLED

This budget reform bill protects many of the programs that are designed to assist low-income
and vulnerable Wisconsin citizens.  An economic downturn is exactly the wrong time to reduce
funding for programs that provide a safety net for people who lose their jobs or programs that
help people retain their jobs.  By exempting these types of critical services from across-the-
board reductions, the Governor has further defined the state's core spending priorities.

Specifically, this budget reform bill protects funding for two of the Governor's top priorities:
SeniorCare, which will provide much-needed help to elderly individuals who need to purchase
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prescription drugs, and the Birth to Three program, which provides assistance to families with
disabled children.

Further, this budget reform bill maintains current funding for many of the key human service
programs such as community aids, Community Options Program/Community Integration
Program, Milwaukee child welfare, childcare, food pantries, homeless grants, and domestic and
elder abuse.

Several other state programs have also been exempted because, in addition to protecting
vulnerable citizens, they leverage a significant amount of federal funds.  These programs
include the Supplemental Security Income (SSI) program, state funding for Wisconsin Works
(W-2) and other economic assistance programs, the AIDS program, the immunization registry
for children, child support, and vocational rehabilitation.

Consistent with the goal of protecting Wisconsin's most vulnerable citizens, increased funding
has been provided to meet a projected deficit in the state's foster care and adoption assistance
program.

Reductions have been made in several areas.  All of the general program operations of the
Department of Workforce Development and the Department of Health and Family Services are
subject to the across-the-board cuts, with the exception of the Division of Care and Treatment
Facilities in the Department of Health and Family Services which staffs the mental health
institutes, the centers for the developmentally disabled, the Sand Ridge facility for sex
predators, and the Wisconsin Resource Center, which provides mental health treatment
services to prison inmates.

While exemptions were made for programs that had a clear impact on public safety, such as
emergency medical services, or on public health, such as tuberculosis or lead poisoning
prevention grants, reductions were made to the Health Insurance Risk-Sharing Plan (HIRSP)
and state funding for federally qualified health centers.  Continuing state funding of these
programs at current levels is not possible in tight economic times.

Finally, this budget reform bill preserves optional benefits and eligibility groups for both the
Medical Assistance and BadgerCare programs.  In fact, this bill actually increases funding for
Medical Assistance benefits based on increases in caseload in recent months.  At the same
time, the GPR for Medical Assistance and BadgerCare is being refocused to increase the use of
administrative cost containment mechanisms such as prior authorization, primarily for two new
drugs, and the reordering of the timing of managed care payments.

C. PUBLIC SAFETY AND SECURITY

Security Initiative

In response to the horrific attacks of September 11th, the Governor, along with law
enforcement, emergency management, public health and other state agencies, is working
aggressively to ensure the state's terrorism preparedness and the safety of its citizens.  He
established an emergency operations center at the Department of Military Affairs, increased
security at airports and state facilities, and convened representatives from a broad array of state
agencies to conduct an assessment of the state's terrorism preparedness.  He also appointed a
task force to address broader issues related to terrorism and to make recommendations for
improvements.  One of the first actions by the task force was to develop a list of frequently



30

asked questions, such as "what can I do to be prepared" and "what do I need to do if there is a
chemical emergency."  Finally, among many other actions, he presents a weekly status report
on antiterrorism actions on his Internet page to keep citizens up-to-date on the state's
preparedness efforts.

To further strengthen the state's readiness in the event of a terrorist attack, this budget reform
bill contains a security initiative that will address response issues on several fronts.  One of the
key findings from a survey of all police departments in the state done by the Governor's Task
Force on Terrorism Preparedness was that localities, particularly in rural areas, lacked basic
communication means, protective gear, such as gas masks, and terrorism response training.
There is also a lack of information technology that can be used to assess and track biological
and chemical threats.  As a result, this budget reform bill contains a new $3.6 million grant
program to be administered by the Office of Justice Assistance under which local emergency
planning committees would apply for equipment or training funding that meets the local needs of
first responders such as police and fire departments and emergency response teams.

Another key area in preventing chemical or biological terrorism is surveillance.  Both the
Division of Public Health in the Department of Health and Family Services and the State
Laboratory of Hygiene were inundated with calls about anthrax and requests for testing.  In
order to increase surveillance of infectious diseases and chemical and biological threats, 2.5
FTE epidemiological positions will be added to the Department of Health and Family Services.
One microbiologist position, with additional funding to support more testing, will be provided to
the State Laboratory of Hygiene.

Because the task force appointed by the Governor will not be a continuing entity, the Governor
wants to ensure that there will be an ongoing coordinating function in place.  The Governor will
have the authority to reallocate an existing unclassified position within state government to
serve in his office as the Domestic Security Coordinator.

To ensure that state buildings remain safe given recent heightened levels of security, Capitol
Police have been working significant levels of overtime.  To help the force maintain its increased
vigilance, 5.0 FTE new Capitol Police positions are recommended.

Funding for the critical Wisconsin National Guard and emergency management programs is
being preserved.  In order to do this, the Youth Challenge Program is eliminated.

Finally, to ensure that emergency medical services and the hospitals they serve can adequately
respond to a situation in which there are massive casualties, the state needs to have a well
organized statewide trauma system so that victims can be served at facilities that are qualified
to provide the type of care necessary.  To address this critical need, 2.0 FTE positions and
$500,000 will be provided to the Department of Health and Family Services in fiscal year 2002-
03 to plan the system and establish regional trauma councils.

Justice System Funding

Funding for the criminal justice system is provided by the state in partnership with the counties.
Over time the state has assumed a greater share of these costs through the consolidation of the
county and circuit court systems, the creation of the state-funded public defender program and
the transfer of financial responsibility for district attorney legal staff to the state.  Support costs
for district attorney offices continue to be a county responsibility.  Like other parts of state
government, 2001 Wisconsin Act 16 requires the courts and the State Public Defender to
reduce expenditures.
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Consideration of additional reductions in these areas must be balanced against the impact
these reductions may have on access to the justice system and timely representation for
indigent defendants.  While additional reductions are required for the Director of State Courts,
the law library and the central office administrative functions of the State Public Defender,
funding for direct court functions and representation of indigent clients is not being reduced.
Instead of additional reductions for the courts and State Public Defender services, the Governor
recommends increasing circuit court support fees.  Parties filing actions with the court pay these
fees.  This fee increase links requests for court services to the costs of court operations and
representation of indigent defendants.  Depending on the type of action being filed, fee
increases will range from $9 to $30.  These fees have not been increased since 1995.

D. WORKER TRAINING AND ECONOMIC DEVELOPMENT

The current economic downturn reemphasizes the importance of worker training.  One of the
keys to building a strong economy in Wisconsin is to increase the skill level of Wisconsin's work
force.  To achieve this, more Wisconsin workers, especially those who have lost jobs during the
current slowdown, need to take advantage of the educational opportunities offered by the
Wisconsin Technical College System.

The state can assist in this effort by providing greater incentives for dislocated workers to enroll
in a technical college.  Therefore, the Governor recommends modifying the state's current
Technical and Occupational Program (TOP) grants to focus on providing tuition reimbursement
to dislocated workers who attend a technical college, beginning in fiscal year 2002-03.  While
the Governor supports TOP's goal to encourage more recent high school graduates to attend
technical colleges, the needs of dislocated workers must take priority during this period of rising
unemployment.  Under the Governor's recommendations, the Technical College System State
Board will work with the Department of Workforce Development, Wisconsin's Council on
Workforce Investment and local workforce development boards to identify workers eligible for
grants and establish program guidelines.  The $4.2 million currently appropriated for TOP grants
would support between 2,000 and 2,500 full tuition grants per academic year.

The Governor also recommends that the Department of Workforce Development, the state's
Unemployment Insurance Advisory Council and the Council on Workforce Investment work
together to ensure that the priority for any discretionary funds the state receives from the federal
Department of Labor be given to providing services to dislocated workers.  Effective use of both
state and federal resources can go a long way to providing unemployed workers with the skills
and support needed to again become active members of Wisconsin's work force.

The state of Wisconsin also needs to ensure that the economy recovers and becomes stronger
to provide meaningful employment for dislocated workers.  To assist economic recovery efforts,
the Governor recommends that funding levels in several important economic development
programs be maintained.  These programs include:

� The Wisconsin Development Fund, which provides a wide variety of grants, loans and
assistance to businesses and entrepreneurs;

� The high-technology business development corporation program, which promotes and
supports the creation, development and retention of science-based and technology-based
Wisconsin businesses;
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� The rural, community-based and minority economic development programs, which provide
assistance for business start-ups and local economic growth; and

� Marketing and promotion activities at the Department of Tourism.

In addition, the Governor's recommendations will help to build Wisconsin by improving the
climate for business and raising consumer confidence.  As Wisconsin continues to move into
the new economy, electronic commerce will play an increasingly important role.  By establishing
a framework that facilitates and validates electronic transactions through adoption of a version
of the Uniform Electronic Transactions Act, state government will keep pace with developments
in electronic commerce and save businesses time and money by streamlining their interactions
with their customers and other governmental agencies.  The Governor's recommendations will
also promote electronic commerce and raise consumer confidence in Internet transactions by
imposing requirements on operators of World Wide Web sites doing business in the state,
offering privacy protections to Internet users, protecting against solicitations to children and
curtailing spam.

The Governor's recommendations will also focus on increasing investment in Wisconsin.
Investment incentives would be created by reducing the retainage requirement for state building
projects from the current ten percent to five percent.  In addition, a Grants Management Office
would be established in the Department of Commerce, with 1.0 FTE position and start-up
funding to focus and increase efforts to bring more federal dollars and private resources into the
state.  The office will serve as a clearinghouse for public and private sources of grants; offer
training and assistance in pursuing grants to governmental agencies, nonprofit organizations
and schools; and coordinate with existing resources, such as the Wisconsin Procurement
Institute and the Business Procurement Assistance Center, to support private business efforts to
procure government contracts.

Several other programs and activities would either be eliminated or have their funding
maintained.  As one example, the Governor's recommendations will eliminate the underutilized
and duplicative Business Development Initiative in the Department of Commerce.  Within the
Department of Agriculture, Trade and Consumer Protection, grants to Dane County for
expansion and operating costs of the exposition center would be eliminated and funding for
consumer protection activities would be streamlined by consolidating appropriations.  Savings
realized would allow the maintenance of funding levels for critical animal disease control
programs, including Johne's disease testing and indemnity payments to farmers.  The
Governor's recommendations will also reduce the impact on local governments by maintaining
funding levels for the Department of Natural Resources' aids-in-lieu of taxes payments and
contracts to collect car-killed deer.  Also, funding for snowmobile trail aid and previous
commitments to dump closure cost-share payments would be retained.

E. HIGHER EDUCATION

Recognizing the importance of higher education to the economic well-being of the state, the
Governor recommends more limited GPR reductions to the state's three major higher education
agencies:  the University of Wisconsin System, the Wisconsin Technical College System and
the Higher Educational Aids Board.  The recommended reductions will help balance the state's
budget, while ensuring that the quality and affordability of higher education in Wisconsin are not
diminished.
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For the University of Wisconsin System, the Governor recommends reductions of $10.1 million
GPR in fiscal year 2001-02 and $40.4 million GPR in fiscal year 2002-03.  These reductions
amount to a 1.1 percent decrease in GPR support for fiscal year 2001-02 and a 4.4 percent
reduction in fiscal year 2002-03, exclusive of debt service and fuel costs.  The Governor also
recommends that the average increase in resident undergraduate tuition and fees for the 2002-
03 academic year not exceed ten percent without the approval of the Joint Committee on
Finance and the Department of Administration.  This will help ensure that the University of
Wisconsin System remains affordable to state residents.

The Governor strongly encourages the Board of Regents to identify efficiencies in administration
and other overhead activities, while protecting funding that directly impacts instructional,
research and economic stimulus activities.  Given the size of the system and the high degree of
flexibility and autonomy the Board of Regents has in managing system operations, the board's
goal should be to manage the reduction in a way that streamlines operations without affecting
the quality of services delivered to the students and citizens of the state.

The Wisconsin Technical College System will also need to contribute to resolving the budget
deficit.  The Governor recommends reducing general and categorical aids to technical colleges
by 4.5 percent in fiscal year 2002-03.  To ensure that these reductions do not result in additional
property tax or tuition increases, the Governor recommends capping increases to property taxes
levied by technical college district boards in fiscal year 2002-03 at the rate of inflation and
capping fiscal year 2002-03 tuition increases at ten percent.  State operations appropriations for
the Wisconsin Technical College System will be reduced by one percent in fiscal year 2001-02
and 4.5 percent in fiscal year 2002-03.  The Governor also directs the state technical college
system board to make every effort to ensure that any spending reductions required by these
actions be allocated to noninstructional areas.  The technical college system remains a critical
part of the state’s efforts to restore stability to Wisconsin’s economy and work force.

Lastly, to ensure that students in need do not face reductions in state-funded financial aid, the
Governor recommends that no reductions be applied to funding for student aid programs
administered by the Higher Educational Aids Board, the University of Wisconsin System or the
Medical College of Wisconsin.  In addition, the Governor recommends that funding for the
Higher Educational Aids Board's Wisconsin higher education grants for University of Wisconsin
System students be increased by $1.2 million and grants for Wisconsin Technical College
System students by $800,000 in fiscal year 2002-03.  For University of Wisconsin System
students, this amounts to a 5.8 percent increase over the amount originally budgeted for fiscal
year 2002-03 and 10.6 percent over the fiscal year 2001-02 amount.  For Wisconsin Technical
College System students, the percentages are 5.7 percent and 9.1 percent.  This will improve
both systems' affordability for students with financial need.

F. STATE GOVERNMENT

The budget reform bill requires most state agencies to reduce their program expenditures by
3.5 percent in fiscal year 2001-02 and by five percent in fiscal year 2002-03.  These reductions
build on the previously implemented administrative reduction actions to impose a hiring freeze
and to require a 3.5 percent state operations reduction in fiscal year 2001-02.  The broader
reductions mandated in the budget reform bill supersede the previous administrative reduction
actions.  Agencies will have to absorb these reductions by improving efficiencies, reducing
program operations and by reducing agency work forces.  Where appropriate, entire programs
are being eliminated in the budget reform bill.
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Similar reductions are also being imposed on many programs funded from program revenue
(PR) and segregated fund (SEG) appropriations.  Funding from these programs will be lapsed to
the general fund to assist in meeting the revenue shortfall.  These reductions are consistent with
the reductions being imposed on GPR-funded programs and reflect the need for all components
of state spending to contribute to solving the fiscal shortfall.  Agencies will have to absorb these
reductions by improving efficiencies, reducing program operations and through layoffs of some
state employees.  However, unlike the GPR reductions, which represent permanent reductions,
the program revenue and segregated fund reductions are one-time lapses to the general fund.

In addition to the GPR and PR/SEG appropriation reductions, a number of special reductions
and fund transfers are being used to assist in balancing the budget.  To reflect the 3.5 percent
reduction in nonpoint source pollution abatement programs, the Governor recommends
including a transfer of $385,000 SEG in fiscal year 2001-02 from the balance of the nonpoint
account of the environmental fund to the general fund.  Beginning in fiscal year 2002-03, the
transfer from the general fund to the environmental fund would be reduced by $555,000 GPR
annually.  To ensure that the nonpoint account of the environmental fund remains in balance,
the nonpoint program appropriations in the Department of Natural Resources and the
Department of Agriculture, Trade and Consumer Protection are reduced.

Other special reductions include the Office of the Commissioner of Insurance, which is lapsing a
$5 million cash balance to the general fund in fiscal year 2001-02, in addition to a 3.5 percent
lapse in fiscal year 2001-02 and a five percent lapse in fiscal year 2002-03.  The Governor's
recommendations also include a transfer of $4,333,600 SEG in fiscal year 2001-02 and
$6,190,900 SEG in fiscal year 2002-03 from the balance of the transportation fund to the
general fund.  To maintain a sufficient balance in the transportation fund, the budget reform bill
requires the Department of Transportation to submit a report to the Department of
Administration detailing what actions will be taken and from which state operations
appropriations a lapse of $4,333,600 SEG in fiscal year 2001-02 and $6,190,900 SEG in fiscal
year 2002-03 will occur.  The Department of Transportation shall make every effort to ensure
that activities directly related to highway design, planning and construction are not affected.
The Department of Tourism shall lapse $147,200 GPR in fiscal year 2001-02 and $210,200
GPR in fiscal year 2002-03 from its state operations appropriations.

These actions represent difficult choices, and all across the country other governors and state
legislatures are grappling with the same issues and conflicts.  Many of these states are also
imposing hiring freezes, delaying and canceling capital projects, and imposing percentage cuts
to government agencies.  Some states, such as Minnesota, are increasing taxes.  A few
highlights of other actions taken by some of our neighboring states include the following:  Iowa
has implemented a 4.3 percent across-the-board state agency cut; Minnesota is considering
cuts of five percent to ten percent for most state government operations and local aids; and
Indiana is proposing delays in local aid payments and a seven percent state agency reduction in
order to combat revenue shortfalls.

The budget reform bill also gives the Governor the authority to administratively impose
additional reductions if necessitated by future declines in revenue estimates.  This authority is
vital to allow the state to quickly react to economic conditions by trimming state spending.
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G. CORRECTIONS

Adult Institutions and Community Corrections

In these difficult times, spending must be cut in the most equitable manner across both state
agencies and local governments.  In light of this, and the magnitude of the deficit, the
Department of Corrections is being asked to take a six percent GPR reduction in fiscal year
2002-03.  Funding for the department is being reduced by $1.7 million in fiscal year 2001-02
and $39.6 million in fiscal year 2002-03.  Position authority will be reduced by 25.0 FTE GPR
positions in fiscal year 2001-02 and 791.28 FTE GPR positions and 3.8 FTE PR positions in
fiscal year 2002-03.

The Governor is increasing community supervision fees, medical copayments for inmates, and
room and board fees for certain inmates.  Supervision fees will increase to $2 per day.  These
fees help offset the costs of providing community supervision and are collected from offenders
who are out in the community earning a living.  Medical copayments will increase to $7.50 per
visit.  These fees are collected from inmates for inmate-initiated medical and dental visits and
help offset the high cost of providing health care in the prison system.  Room and board for
working inmates will increase to $15 per day.  These fees help offset the costs of food and daily
necessities in the prison system and are collected from inmates who are on work release
outside the prison or working in the private business prison employment program.  The inability
of an offender or inmate to pay any of these fees does not result in a denial of services.

New institutions that were authorized in 2001 Wisconsin Act 16 (Act 16) are being delayed.
While elimination of out-of-state contract beds remains a priority for the Governor, eliminating
the budget deficit is the top priority.  The inmate population has stabilized over the past year and
the number of out-of-state contract beds has fallen from 4,207 at the start of fiscal year 2000-01
to 3,443 at the end of December 2001.  As the result of delays, Stanley Correctional Institution
will open early in fiscal year 2002-03.  New Lisbon, Highview, the Oshkosh segregation unit
expansion, the Winnebago and Sturtevant workhouses, and the Racine probation and parole
holding facility will be delayed until the 2003-05 biennium.  As these new facilities open, the
Governor will continue his commitment to eliminate out-of-state contract beds.

The Governor is providing funding in each year to provide additional reimbursement to counties
for probation and parole holds.  The funding will provide $37 per inmate per day reimbursement
in fiscal year 2001-02 and an estimated reimbursement of $37 per inmate per day in fiscal
year 2002-03.

The inmate secure work program, the visitors' bus and the pharmacological treatment for certain
child sex offenders program are being eliminated.  However, the Governor has spared youth
aids to counties and purchase of service funding for offenders from these budget reductions, as
well as health care staff provided in Act 16.

Sentencing Reform

Truth-in-sentencing was enacted in 1997 Wisconsin Act 283 and increased the maximum terms
of imprisonment for felony offenses committed on or after December 31, 1999.  Truth-in-
sentencing was designed to work with expanded sentencing options and defined prison
sentences.  Sentencing options have not been expanded and, as a result, offenders are serving
significantly longer sentences, which will have a dramatic impact on future costs in the
Department of Corrections.  The Governor is recommending sentencing reform, including
expanding the number of felony classes from six to nine.  These recommendations are based
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on the work of the Criminal Penalties Study Committee and reflect changes needed to complete
the implementation of truth-in-sentencing.  These reforms will adjust sentences to accurately
reflect the crime committed and ultimately help the department to control costs.

The budget reform bill creates a procedure by which certain older inmates or terminally ill
inmates may petition the sentencing court for sentence modification.  Under the procedure,
inmates who are 65 years of age or older and have served at least five years of their prison
sentence, inmates who are 60 years of age or older and have served at least ten years of their
prison sentence, and inmates who have a terminal condition and are expected to live no more
than six months may petition the court for sentence modification.

A six-year sentencing commission will study sentencing practices and adopt advisory
sentencing guidelines for use by judges in imposing sentences.  The commission will assist the
Legislature in assessing the cost of changes in statutes affecting criminal sentencing and
provide sentencing information to judges, lawyers, state agencies and the Legislature.

A joint review committee will review proposed legislation that creates a new crime or revises a
penalty for an existing crime.  The review committee will also report recommendations to the
Governor and the Legislature for legislation that will allow a judge to modify the bifurcated
sentence of an inmate who is not eligible to petition for sentence modification based on age or
terminal condition.



APPENDIX 1
BUDGET REFORM BILL REDUCTIONS TO GPR 

AGENCY DEPT APPN TITLE FY02 FY03

Administration 505 (1)(a) General program operations -$200,000 -$250,000
Administration 505 (1)(cm) Comprehensive planning grants; general purpose revenue -175,000 -175,000
Administration 505 (1)(cn) Comprehensive planning; administrative support -1,700 -2,500
Administration 505 (1)(fe) Wisconsin Patient Safety Institute, inc., grants -110,000
Administration 505 (1)(fo) Federal resource acquisition support grants -100,000
Administration 505 (4)(a) Adjudication of tax appeals -20,800 -30,000
Administration 505 (4)(ba) General program operations -135,000
Administration 505 (4)(d) Claims awards -900 -1,300
Administration 505 (4)(ea) Women's council operations -3,600 -5,200
Administration 505 (4)(ec) Volunteer firefighter & EMT service award pgm; general 

program operations
-700 -1,100

Administration 505 (6)(a) General program operations -13,600 -19,500
Administration 505 (7)(b) Housing grants and loans -1,500,000 -3,300,300
Administration 505 (8)(b) General program operations -164,100
  TOTAL -$1,916,300 -$4,294,000

Adolescent Pregnancy Prevention and 
Pregnancy Services

434 (1)(a) General program operations -$800 -$1,200

Adolescent Pregnancy Prevention and 
Pregnancy Services

434 (1)(b) Grants to organizations -3,100 -4,400

  TOTAL -$3,900 -$5,600

Agriculture, Trade and Consumer Protection 115 (1)(a) General program operations $175,900 $93,400
Agriculture, Trade and Consumer Protection 115 (1)(c) Automobile repair regulation -308,000 -308,000
Agriculture, Trade and Consumer Protection 115 (1)(d) Payments to ethanol producers -55,000
Agriculture, Trade and Consumer Protection 115 (2)(a) General program operations -27,100 -112,200
Agriculture, Trade and Consumer Protection 115 (3)(a) General program operations -203,900 -275,000
Agriculture, Trade and Consumer Protection 115 (4)(a) Aid to Wisconsin livestock breeders association -1,400 -2,000
Agriculture, Trade and Consumer Protection 115 (4)(b) Aids to county and district fairs -20,500 -29,300
Agriculture, Trade and Consumer Protection 115 (4)(c) Agricultural investment aids -14,000 -20,000
Agriculture, Trade and Consumer Protection 115 (4)(d) Farmers tuition assistance grants -200 -300
Agriculture, Trade and Consumer Protection 115 (4)(e) Aids to world dairy expo, inc. -900 -1,300
Agriculture, Trade and Consumer Protection 115 (4)(f) Exposition center grants -240,000 -240,000
Agriculture, Trade and Consumer Protection 115 (7)(a) General program operations -22,400 -36,400
Agriculture, Trade and Consumer Protection 115 (7)(c) Soil and water resource management program -205,600 -293,800
Agriculture, Trade and Consumer Protection 115 (7)(d) Drainage board grants -17,500 -25,000
Agriculture, Trade and Consumer Protection 115 (8)(a) General program operations -83,200 -135,200
  TOTAL -$968,800 -$1,440,100

Arts Board 215 (1)(a) General program operations -$12,400 -$17,600
Arts Board 215 (1)(b) State aid for the arts -43,400 -62,000
Arts Board 215 (1)(d) Challenge grant program -28,700 -41,000
Arts Board 215 (1)(f) Wisconsin regranting program -5,300 -7,500
  TOTAL -$89,800 -$128,100

Board on Aging and Long-Term Care 432 (1)(a) General program operations -$27,400 -$39,100
  TOTAL -$27,400 -$39,100

Commerce 143 (1)(a) General program operations -$111,100 -$187,500
Commerce 143 (1)(b) Economic development promotion, plans and studies -13,100
Commerce 143 (1)(bm) Aid to Forward Wisconsin, inc. -25,000
Commerce 143 (1)(dr) Main street program -15,000 -21,900

37



APPENDIX 1
BUDGET REFORM BILL REDUCTIONS TO GPR 
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Commerce 143 (1)(e) Technology-based economic development -6,300
Commerce 143 (1)(en) Business development initiative -133,800 -150,000
Commerce 143 (3)(de) Private sewage system replacement and rehabilitation -330,900 -501,000
Commerce 143 (4)(a) General program operations -103,800 -87,500
  TOTAL -$694,600 -$992,300

Corrections 410 (1)(a) General program operations -$1,459,300 -$28,660,500
Corrections 410 (1)(aa) Institutional repair and maintenance -4,700 -443,300
Corrections 410 (1)(ab) Corrections contracts and agreements 275,600 6,209,600
Corrections 410 (1)(b) Services for community corrections -948,000 -15,140,100
Corrections 410 (1)(bm) Pharmacological treatment for certain child sex offenders -342,500
Corrections 410 (1)(d) Purchased services for offenders -20,600 -1,456,600
Corrections 410 (1)(f) Energy costs -9,700 -661,700
Corrections 410 (2)(a) General program operations -5,600
Corrections 410 (3)(a) General program operations -14,700
  TOTAL -$2,166,700 -$40,515,400

Educational Communications Board 225 (1)(a) General program operations -$134,500 -$192,200
Educational Communications Board 225 (1)(d) Milwaukee area technical college -11,600 -16,500
Educational Communications Board 225 (1)(er) Transmitter operation -900 -1,300
Educational Communications Board 225 (1)(f) Programming -56,400 -80,700
  TOTAL -$203,400 -$290,700

Elections Board 510 (1)(a) General program operations; general purpose revenue -$32,400 -$46,400
Elections Board 510 (1)(bm) Training of chief inspectors -1,600
  TOTAL -$34,000 -$46,400

Employee Trust Funds 515 (2)(a) Private employer health care coverage program; 
operating costs

-$6,000

  TOTAL -$6,000

Employment Relations 512 (1)(a) General program operations -$205,000 -$292,900
  TOTAL -$205,000 -$292,900

Ethics Board 521 (1)(a) General program operations; general purpose revenue -$8,700 -$12,400
  TOTAL -$8,700 -$12,400

Governor's Office 525 (1)(a) General program operations -$157,500 -$314,900
Governor's Office 525 (1)(b) Contingent fund -1,100 -2,200
Governor's Office 525 (1)(c) Membership in national associations -5,600 -11,100
Governor's Office 525 (1)(f) Literacy improvement aids -1,400 -2,800
Governor's Office 525 (2)(a) General program operations -9,800 -19,500
  TOTAL -$175,400 -$350,500

Higher Educational Aids Board 235 (2)(aa) General program operations -$28,100 -$40,100
  TOTAL -$28,100 -$40,100

Health and Family Services 435 (1)(a) General program operations -$185,900 -$265,500
Health and Family Services 435 (2)(a) General program operations -44,000 -62,800
Health and Family Services 435 (3)(a) General program operations -178,400 -265,500
Health and Family Services 435 (4)(a) General program operations -584,200 -834,600
Health and Family Services 435 (4)(af) HIRSP; transfer to fund for costs -500,000
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Health and Family Services 435 (4)(ah) HIRSP; transfer to fund for premium and deductible 
reduction subsidy

-39,000

Health and Family Services 435 (4)(b) Medical assistance program benefits -22,018,700 -13,933,100
Health and Family Services 435 (4)(bc) Health care for low-income families -4,116,400 -834,800
Health and Family Services 435 (5)(fh) Community health services -3,075,000
Health and Family Services 435 (6)(a) General program operations; physical disabilities; publicity 

activities
-505,200 -718,900

Health and Family Services 435 (8)(a) General program operations -634,200 -894,500
  TOTAL -$28,267,000 -$21,423,700

Historical Society 245 (1)(a) General program operations -$251,400 -$359,200
Historical Society 245 (1)(ag) General program operations; historic sites and museum 

services
-102,800 -146,900

  TOTAL -$354,200 -$506,100

Justice 455 (1)(a) General program operations -$436,800 -$625,300
Justice 455 (1)(b) Special counsel -29,800 -42,500
Justice 455 (1)(d) Legal expenses -31,000 -44,200
Justice 455 (2)(a) General program operations -480,400 -705,000
Justice 455 (2)(am) Officer training reimbursement -1,800 -2,500
Justice 455 (2)(cm) Computers for transaction information for management of 

enforcement system
-36,400 -51,900

Justice 455 (2)(dg) Weed and seed and law enforcement technology -17,500 -25,000
Justice 455 (2)(fm) Gaming law enforcement -400
Justice 455 (3)(a) General program operations -154,000 -220,200
Justice 455 (5)(a) General program operations -31,900 -45,700
Justice 455 (5)(b) Awards for victims of crimes -46,300 -66,200
Justice 455 (5)(c) Reimbursement for victim and witness services -52,400 -74,900
  TOTAL -$1,318,300 -$1,903,800

Legislature 765 (1)(a) General program operations -- assembly -$1,746,700 -$2,046,300
Legislature 765 (1)(b) General program operations -- senate -1,522,800 -1,724,500
Legislature 765 (1)(d) Legislative documents -275,500 -393,600
Legislature 765 (2)(a) Retirement committees -6,400 -9,100
Legislature 765 (2)(ab) Retirement actuarial studies -500 -700
Legislature 765 (3)(a) Revisor of statutes bureau -25,800 -36,900
Legislature 765 (3)(b) Legislative reference bureau -145,800 -224,900
Legislature 765 (3)(c) Legislative audit bureau -153,900 -219,900
Legislature 765 (3)(d) Legislative fiscal bureau -110,700 -155,400
Legislature 765 (3)(e) Legislative council -114,500 -159,500
Legislature 765 (3)(em) Legislative technology services bureau -74,200 -102,400
Legislature 765 (3)(fa) Membership in national associations -5,600 -7,900
  TOTAL -$4,182,400 -$5,081,100

Lieutenant Governor's Office 540 (1)(a) General program operations -$19,700 -$28,200
  TOTAL -$19,700 -$28,200

Military Affairs 465 (4)(c) Youth challenge program -$1,280,400
  TOTAL -$1,280,400

Miscellaneous Appropriations 855 (1)(a) Obligation on operating notes -$6,100,000
Miscellaneous Appropriations 855 (3)(a) Capitol offices relocation -$154,600 -55,200
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  TOTAL -$154,600 -$6,155,200

Natural Resources 370 (1)(ea) Parks -- general program operations -$207,400 -$288,800
Natural Resources 370 (1)(fd) Endangered resources -- natural heritage inventory program -8,800 -12,500
Natural Resources 370 (1)(fe) Endangered resources -- general fund -17,500 -25,000
Natural Resources 370 (1)(ma) General program operations -- state funds -21,400 -30,600
Natural Resources 370 (2)(cf) Air management - motor veh. emission inspection & 

maint. prog., state funds
-2,400 -3,400

Natural Resources 370 (2)(ma) General program operations -- state funds -149,300 -176,100
Natural Resources 370 (3)(ma) General program operations -- state funds -170,400 -303,000
Natural Resources 370 (4)(af) Water resources - remedial action -5,300 -7,500
Natural Resources 370 (4)(ma) General program operations - state funds -598,400 -854,900
Natural Resources 370 (6)(aa) Environmental aids - non-point source -30,900 -44,200
Natural Resources 370 (6)(da) Environmental planning aids - local water quality planning -9,900 -14,200
Natural Resources 370 (7)(fa) Resource maintenance and development - state funds -44,700 -58,200
Natural Resources 370 (7)(ha) Facilities acquisition, development and maintenance -6,400 -9,100
Natural Resources 370 (7)(mc) Resource maintenance and development - state park, 

forest & riverway roads
-159,400 -181,500

Natural Resources 370 (8)(ma) General program operations -- state funds -270,500 -392,400
Natural Resources 370 (9)(ma) General program operations -- state funds -84,700 -122,400
  TOTAL -$1,787,400 -$2,523,800

Personnel Commission 547 (1)(a) General program operations -$30,100 -$43,100
  TOTAL -$30,100 -$43,100

Program Supplements 865 (1)(a) Judgments and legal expenses -$1,800 -$2,500
Program Supplements 865 (1)(em) Financial and procurement services -6,000 -22,600
Program Supplements 865 (2)(a) Private facility rental increases -42,700 -94,800
Program Supplements 865 (2)(ag) State-owned office rent supplement -72,900 -144,800
Program Supplements 865 (2)(e) Maintenance of capitol and executive residence -218,500 -317,100
Program Supplements 865 (2)(eb) Executive residence furnishings replacement -900 -1,300
Program Supplements 865 (2)(em) Groundwater survey and analysis -8,100 -11,600
  TOTAL -$350,900 -$594,700

Public Defender 550 (1)(a) Program administration -$83,100 -$119,400
  TOTAL -$83,100 -$119,400

Public Instruction 255 (1)(a) General program operations -$777,500 -$1,120,500
Public Instruction 255 (1)(dw) Pupil assessment -183,400 -308,400
Public Instruction 255 (2)(ac) General equalization aids -20,000,000
Public Instruction 255 (3)(e) Aid to public library systems -737,500
Public Instruction 255 (3)(ea) Library service contracts -52,400
Public Instruction 255 (3)(eg) Milwaukee public museum -50,000
  TOTAL -$960,900 -$22,268,800

Revenue 566 (1)(a) General program operations -$1,616,300 -$2,362,900
Revenue 566 (2)(a) General program operations -354,800 -497,400
Revenue 566 (3)(a) General program operations -717,400 -1,032,000
Revenue 566 (3)(b) Integrated tax system technology -179,500 -256,400
Revenue 566 (3)(c) Expert professional services -1,100 -1,500
  TOTAL -$2,869,100 -$4,150,200
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BUDGET REFORM BILL REDUCTIONS TO GPR 

AGENCY DEPT APPN TITLE FY02 FY03

Shared Revenues 835 (1)(b) Small municipalities shared revenue -$6,750,100
Shared Revenues 835 (1)(c) Expenditure restraint program account -33,663,800
Shared Revenues 835 (1)(d) Shared revenue account -668,614,700
Shared Revenues 835 (1)(f) County mandate relief account -20,971,400
  TOTAL -$730,000,000

Supreme Court 680 (2)(a) General program operations -$181,200 -$258,800
Supreme Court 680 (4)(a) General program operations -64,300 -91,900
  TOTAL -$245,500 -$350,700

TEACH 275 (1)(a) General program operations -$23,200 -$32,000
  TOTAL -$23,200 -$32,000

Treasurer 585 (2)(a) Administrative expenses; college tuition and expenses 
program

-$1,900 -$1,400

  TOTAL -$1,900 -$1,400

University of Wisconsin System 285 (1)(a) General program operations -$10,000,000 -$40,000,000
University of Wisconsin System 285 (3)(a) General program operations -97,000 -436,400
  TOTAL -$10,097,000 -$40,436,400

Veterans Affairs 485 (2)(c) Operation of Wisconsin veterans museum -$9,200
Veterans Affairs 485 (2)(e) Veterans memorial grants -$3,000
Veterans Affairs 485 (2)(eg) Victorious charge monument grant -50,000
  TOTAL -$53,000 -$9,200

Wisconsin Employment Relations Commission 425 (1)(a) General program operations -$92,800 -$132,500
  TOTAL -$92,800 -$132,500

Wisconsin Technical College System 292 (1)(a) General program operations -$34,900 -$156,900
Wisconsin Technical College System 292 (1)(am) Fee remissions -700
Wisconsin Technical College System 292 (1)(b) Displaced homemakers' program -38,300
Wisconsin Technical College System 292 (1)(c) Minority student participation and retention grants -27,800
Wisconsin Technical College System 292 (1)(cm) Capacity building program -90,000
Wisconsin Technical College System 292 (1)(d) State aid for technical colleges; statewide guide -5,328,700
Wisconsin Technical College System 292 (1)(dc) Incentive grants -355,000
Wisconsin Technical College System 292 (1)(dd) Farm training program tuition grants -6,800
Wisconsin Technical College System 292 (1)(de) Services for handicapped students; local assistance -18,000
Wisconsin Technical College System 292 (1)(dm) Aid for special collegiate transfer programs -50,600
Wisconsin Technical College System 292 (1)(e) Technical college instructor occupational competency 

program
-3,200

Wisconsin Technical College System 292 (1)(eg) Faculty development grants -37,400
Wisconsin Technical College System 292 (1)(em) Apprenticeship curriculum development -3,400
Wisconsin Technical College System 292 (1)(er) Grants for additional course sections -110,300
Wisconsin Technical College System 292 (1)(f) Alcohol and other drug abuse prevention and intervention -23,600
Wisconsin Technical College System 292 (1)(fc) Driver education, local assistance -14,500
Wisconsin Technical College System 292 (1)(fg) Chauffeur training grants -9,000
Wisconsin Technical College System 292 (1)(fm) Supplemental aid -67,500
Wisconsin Technical College System 292 (1)(q) Agricultural education consultant -600 -2,700
  TOTAL -$35,500 -$6,344,400

Workforce Development 445 (1)(a) General program operations -$255,100 -$364,400
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