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- OIC-GM RESPONDS TO LEGISLATIVE AUDIT BUREAU’S FINANCIAL REVIEW

Milwaukee, WI, November 9, 2004. The Board of Difectors and management team of Opportunities
Industrialization Center of Greater Milwaukee, Inc. (OIC-GM) today responded 1o the Financial Review

of the Wisconsin Works (W-2) Program issued by the State Legislative Audit Bureau (LAB).
yone D, i P, OIC-GML, prscned sy s pons o o rcommendaicns
highlighted in the LAB Report. “We are appreciative of the extensive financial review of our agency by

the Legislative Audit Burean. With these recommendations, we will be better equipped to resolve

outstanding questions about the viability of OIC-GM to serve the residents of Milwaukee.”

OIC-GM is the largest provider of Department of Workforce Development W-2 Program services for
three regions of Milwaukee County. W-2 is an employment program intended to assist participants in
achieving self-sufficiency through employment. Approximately 41% of the state’s cases are
administered by OIC-GM, which serves over 5,000 participants. Many of the participants are at or below
the poverty level, and participate in programs designed to move them into family-supporting jobs.

' The LAB Report identified seven key areas where OIC-GM can improve its ability to deliver services to
W-2 participants. The LAB reviewed the arcas of staffing, legal service expenditures, leased space,
telecommunications expenditures, unallowable costs, and advertising and information expenditures.

As an ongoing offort, and as a result of the LAB review, OIC-GM will implement measures to address
the concerns in several key areas: =~ S _ - o

Legal Services Expenditures — The LAB Review recommends that OIC-GM reimburse the State
$293,008 in state and federal funds used in supporting payments to Mr. Mark Sostarich. OIC-GM is
working with the Department of Workforce Development, Department of Administration and the
Department of Public Instruction on a resolution to this matter. OIC-GM is committed to providing
prudent oversight on the use of its resources so that OIC-GM can continue to provide services to W-2

customers and other programs for which it is responsible.
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In addition, the LAB recommends that OIC-GM reimburse the State $113,200 in state and
federal funds for payments to Mr. Richard Porter, a former officer of the corporation and
chairman of the OIC-GM board. OIC-GM has conducted a review of its board practices and by-
laws. Corrective action is in place to ensure that no officer, board member or employee is a
provider of paid professional services. Further, OIC-GM will institute a procedure for the use of
professional services agreements versus retainer agreements which provides for specific tasks
and services provided when professional services are needed by OIC-GM.

Advertising and Information Expenditures — The LAB reviewed expenditures in this arca and
determined that the extent and nature of some informational expenditures raise’'questions about
their appropriateness to the W-2 program. ‘The LAB recommiends that OIC-GM either repay the
$86,375 in questionable costs or. provide additional documentation that adequately justifies the
expenditure of program funds. Further, the LAB recommends that the Department of Workforce
Development closely review the advertising and information expenditures agencies charge to the
W-2 program to ensure such expenditures are necessary 1o the program’s administration.

The identified costs in these areas primarily relate to the use of public service programming on
local radio programs used to reach W-2 custorners. OIC-GM will discontinue use of public
funds for these two programs as an approach to reach its W-2 customers and is working with the
Department of Workforce Development to develop ways to better reach W-2 customers.

" “THe LAB Report is comprehensive in its review of OFC-GM,” noted Rev. Fred Crouther, OIC-
GMs Chairman of the Board. “Our board and management team will fully review the report
and its findings and work together with the Department of Workforce Development to ensure we
are meeting the expectations for sound and pradent management of the state’s resources.”
Crouther added, “OIC-GM is committed o continuing our efforts to provide much needed
quality services to the residents of Milwaukee.” _

OIC-GM is & community economic development corporation with 37 years of experience providing
quality services to the Greater Milwaukee area, promoting self-sufficiency, healthy families, learning,
abstinence education, job training, job creation, education and economic development. For more
information regarding OIC-GM, contact Mae Bolden, Vice President of Community Relations
Department at 414-908-3496.

Attachment — Legislative Audit Recommendation and Responses
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“Helping People Help Themselves” islati i
elping Peaple Help Themselves Legislative Audit

Recommendation and Responses
November 8, 2004

Source: State of Wisconsin — Legislative Audit Bureau
Financial Review of the Wisconsin Works (W-2) Program
Opportunities Industrialization Center of Greater Milwaukee, Inc.
Issued: November 9, 2004

Thé Legislative Audit Bureau completed a review of the Wisconsin Works (W-2) program by
Opportunities Industrialization Center of Greater Milwaukee, Inc. (OIC-GM), the state’s largest
provider of W-2 services. This review was undertaken as part of the ongoing, comprehensive
audit of the W-2 program, as requested by the Joint Legislative Audit Committee.

1. LAB Review Area— Revenue and Expenditures — Staffing

In an effort to gain a better understanding of program staffing levels, the LAB reviewed
information collected from W-2 agencies by the Department of Workforce Development
(DWD). As part of the RFP (Request for Proposal) process, DWD required prospective W-2
agencies to submit staffing plans that indicated the agencies” anticipated organizational
struciure and number of full-time equivalent (FTE) staff positions to be supported with W-2

LAB recommends the Department of Workforce Development require all W-2 agencies to
provide information annually on the number of full-time equivalent administrative and
program staff positions supported with W-2 funds during the previous contract year.

OIC-GM Response

The LAB staff provided clarity on the ways to measure full-time equivalent positions to
provide consistency. We have put a process in place to consistently measure full-time
equivalent positions in this manner. The report highlights the challenge that all W-2 agencies
have in this area. We are pleased that OIC-GM was able to work together with the LABon a
solution for the good of the entire program.




2. LAB Review Area - Legal Services Expenditures

Concerns about the appropriateness of OIC-GM’s legal services expenditures since 1997
were reviewed and payments made for certain legal services expenditures that were charged
to the W-2 program were highlighted.

LAB Recommendation

LAB recommends that the Department of Workforce Development, Department of
Administration and the Department of Public Instruction require Opportunities
Industrialization Center of Greater Milwaukee, Inc., to reimburse the State for $293,008 in
state and federal funds used in supporting payments to Mr. Sostarich.

GICQGM Reé;jénse
Oié;GM is.x&crking with the Department of Workforce Devei_opmeht and other departments

on a resolution 1o this matter. We are committed to providing prudent oversight on the use of
our resources so that we can continue to provide services to W-2 customers and other

programs for which we are responsible.

LAR Recommendation

“LAB recommends the Department of Workforce Development, Department of -
Administration and the Department of Public Instruction require Opportunities -
Industrialization Center of Greater Milwaukee, Inc., reimburse the State for $113,200 in state
and federal funds used for support payments to Richard Porter since 1999 and that they no
longer fund legal services provided by Richard Porter while he is an officer of the
coporafion. .

OIC-GM Reéponse“

OIC-GM has conducted a review of our board practices and by-laws. Corrective action is in
place to ensure that no officer, board member or employee is a provider of paid professional
services. Further, we will institute a procedure for the use of professional services
agreements versus retainer agreements which provides for tighter controls, including listing
of specific tasks and services provided when professional services are needed by OIC-GM.
We feel these steps will help us manage our professional service relationships in a more
prudent manner that ensures the confidence of our funders and the public. Again, we are
working with the Department of Workforce Development and other departments on a
resolution to this matter.




3. LAB Review Area — Expenditures for Leased Space

OIC-GM pays a related organization for much of the space it leases. Because of this unique
arrangement, the LAB reviewed the total amount of space leased and the amount paid in rent.

LAB Assessment

The LAB compared OIC-GM’s expenditures for leased space with those of the other two
agencies providing W-2 services in Milwaukee County. While OIC-GM leases by far the
greatest amount of square footage, it also has administrative responsibility for three of the six
Milwaukee County regions. The monthly rent per square foot for OIC-GM’s leased space
was lower than the rent for the other two agencies.

OIC-GM Response

We make a concerted effort to maximize resources used for our programs. By providing
properties owned by entities of OIC-GM for use by the W-2 program, we are making a cost
effective use of resources for delivery of the W-2 program.

4. LAB Review Area —~ Expenditures for Telecommunications

Based on the sizable expenditures OIC-GM made for telecommunications and its close
relationship with a telecommunications company, the LAB reviewed expenditures for these
services during the 2002-2003 contract period. Telecommunications costs include
expenditures for local and long distance phone services, including cellular phone services.

LAB Recommendation

LAB recommends the Department of Workforce Development, as part of its ongoing fiscal
monitoting efforts, closely review the telecommunications expenditures that agencies charge
the W-2 program and the procedures W-2 agencies use for allocating telecommunications
COSts across programs.




LAB Review Area — Expenditures for Telecommunications (continued)

OIC-GM Response

The identified costs are in part, due to the implementation of a new telecommunications
system in an attempt to improve the efficiency and ability of our staff to work with W-2
customers. The LAB review did not identify that inappropriate telecommunications
expenditures made by OIC-GM were inappropriate, but suggests that systems be in place so
that more attention can be paid to limiting potentially unnecessary or excessive
telecommunications costs in the future. We have been and will continue to be diligent in
ensuring that we have the proper policies and procedures in place for all OIC-GM
telecommunications uses including cellular, local and long distance telephone services;
Email and Two-way Radio usage. Appropriate limits are established and employees are

required to reimburse any charges above the established limits. The issuance and limits of

telecommunication equipment is dictated by job responsibilities.

LAB Review Area — Questioned Costs Charged to the W-2 Program

The LAB reviewed the appropriateness and reasonableness of direct, non-staff costs that
OIC-GM charged to the W-2 program during the 2002-2003 contract period.

LAB Récomen dation

LAB recommends the Department of Workforce Development require Opportunities

. Industrialization Center of Greater Milwaukee, Inc., to repay $6,930 in unallowable costs.

OIC-GM Response

After further review of these costs with the LAB review team, we have determined a portion
of these costs are a result of account coding errors. We have reconciled over 80% of the
identified costs in this area.

LAB Recommendation

LAB recommends the Department of Workforce Development require Opportunities
Industrialization Center of Greater Milwaukee, Inc., to either repay the $86,375 in questioned
costs or provide additional documentation that adequately justifies the expenditure of
program funds.




LAB Review Area — Questioned Costs Charged to the W-2 Program (continued)

OIC-GM Response

The identified costs in these areas primarily relate to the use of public service programming
on local radio programs used to reach our W-2 customers. We have discontinued use of
public funds for these two programs as an approach to reach our W-2 customers and will
work with the Department of Workforce Development to develop ways to better reach out to
W-2 customers.

. LAB Review Area — Advertising and Information Expenditures

The LAB reviewed expenditures in this.area and determined that the extent and nature of
some informational expenditures raise questions about their appropriateness to the W-2
LAB Recommendation

LAB recommends the Department of Workforce Development, as part of its ongoing fiscal
monitoring efforts, closely review the advertising and information expenditures agencies
charge to the W-2 program to ensure such expenditures are necessary to the program’s
administration, and place limits in future contracts on the amount of advertising and
information expenditures that agencies are allowed to charge to the W-2 program.
OICGMRepomse

We will work closely with the Department of Workforce Development to ensure our

expendi_mafés in these are within the established guidelines for the program’s administration.

Closing Statement

OIC-GM wants to thank the Legislative Audit Bureau for working with OIC-GM to finalize the
audit. OIC-GM wants to assure the Milwaukee community and the State that it will work
directly with DWD to resolve all issues and concerns that have been brought to its aitention.
OIC-GM has a 37 year history of providing quality services to a diverse customer base in the
Milwaukee community. The new leadership team is working diligently to develop new policies
and procedures and implement efficient operational strategies so that OIC-GM will continue to
be a driving force promoting a meaningful quality of life for individuals and families in the
Milwaukee commumity. On behalf of its staff of nearly 400 employees, OIC-GM looks forward
to a positive, successful future in Milwaukee, continuing to provide much needed services to its

constituents.
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Cowles Slams OIC-GM Financial Shenanigans _
Calls for repayment of state money and DOJ probe for possible criminal activity

Madison — State Senator Robert Cowles (R-Green Bay) today reviewed a highly critical audit of the
Opportunities Industrialization Center of Greater Milwaukee (OIC-GM) as part of a comprehensive financial
review of the Wisconsin Works (W-2) conducted by the nonpartisan Legislative Audit Bureau. OIC-GM is
Wisconsin’s largest provider of W-2 services. OIC-GM has been awarded state confracts totaling $231.5
million since 1997. The audit released yesterday questioned hundreds of thousands in questionable spending
of state and federal funds. “This audit is a real eye opener and obviously a rotten deal for the taxpayer,” said
Cowles. - - . _ '

OIM-GM’s relationships with other companies are very complex with 2 subsidiary, affiliates and ownership
interests in other organizations. The LAB’s audit questioned $421,200 in state and federal funds OIC-GM
paid for legal services, including $308,000 for questionable work that was inadequately reported and $113,200
paid to an officer of OIC-GM, which is prohibited under federal regulations. The audit also identified $6,900
in expenditures charged to W-2 that are unailowable and questioned an additional $86,400 because it was
wnnecessary. Finally, $330,700 was spent on telecommunications, an unusually large expenditure. “They
need to pay the money back at the very least,” said Cowles. “The Doyle administration should take a hard line
on this.”

“The sudit spelled out the potential for OIC-GM to benefit through noncompetifive subcontracts. Sen: Cowles

believes the Department of Justice should review this matter for possible criminal activity. “The OIC clearly
does not pass the smell test. A nonprofit should not be using Enron-style accounting,” said Cowles. “The
Department of Justice needs to review this for possible criminal activity.”

The co-chairs of the Joint Committee on Audit have stated strong support for a hearing in December to discuss
the findings of the report and the implementation of the LAB recommendations.

Senator Cowles will be sending a letter to the Attorney General requesting an investigation of possible
criminal activity. Cowles is a member of the Joint Legisiative Audit Commiitee.
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‘ For More Information Contact: '
FOR IMMEDIATE RELEASE Senator Cowles or Todd Stuart
November 15, 2004 at 1-800-334-1465

Cowles Renews Call for DOJ Probe of OIC-GM Financial Shenanigans

Madison — State Senator Robert Cowles (R-Green Bay) today renewed his call for a Department of Justice
investigation of the Opportunities Tndustrialization Center of Greater Milwaukee (OIC-GM). Last week, a
highly critical audit was released detailing the financial structure of OIC-GM as part of a comprehensive
financial review of the Wisconsin Works (W-2) conducted by the nonpartisan Legislative Audit Bureau. Sen.
Cowles has sent Attomey General Lautenschlager a letter requesting an investigation but has not yet heard
back. o ' '

“T think there is blood in the water here,” said Cowles. “The OIC-GM is supposed to be about helping poor
people get a job. They bave given new meaning to the word ‘opportunity’ -- unfortunately, it is the
opportunity to fleece the taxpayers.”

OIC-GM is Wisconsin’s largest provider of W-2 services, OIC-GM has been awarded state contracts totaling
$231.5 million since 1997. The top two executives of the company were paid $3 million over five years. In
addition, $163,000 was paid to two brothers of convicted former State Senator Gary George. George,
Sostarich and Gee have all been convicted of federal crimes. The audit released last week questioned
hundreds of thousands in spending of state and federal funds. - _ _

OIC-GM’s structure is very complex with a subsidiary, affiliates and ownership interests inother
organizations. The LAB’s audit questioned $421 200 in state and federal funds OIC-GM paid for legal
services, including $308,000 for questionable work that was inadequately reported and $113,200 paid to an
officer of OIC-GM, which is prohibited under federal regulations. The audit also identified $6,900 i
expenditures charged to W-2 that are unallowable and questioned an additional $86,400 because it was
unnecessary. Fmally, $330,700 was spent on telecommunications, an unusually large expenditure. “The
Doyle administration should take a hard line on this,” said Cowles. *“They need strong accountability
measures o be sure this never happens again. I want to see the state money repaid and a Department of
Justice probe of OIC-GM’s payments to affiliates.”

The audit spelled out the potential for OIC-GM to benefit through noncompetitive subcontracts. Sen. Cowles
believes the Department of Justice should review this matter for possible criminal activity. “The OIC clearly
does not pass the smell test. A nonprofit should not be using Enron-style accounting,” said Cowles. “The

DOJ needs to review this for possible criminal activity.”

The co-chairs of the Joint Committee on Audit have stated strong support for a hearing in December to discuss
the findings of the report and the implementation of the LAB recommendations.

Senator Cowles is a member of the Joint Legislative Audit Committee,
#30#
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FORMER WELFARE EXECS; PAY TOTAL IN MILLIONS: The state's welfare reform p ogram
and the taxpayers who fund it provided rnillions of dollars to ) former executives of
- Opportunities Industrialization Center of Greater Mit '"_a.u_kée.jsiﬁte;iEgu’_r_esr_'s’ﬁj_ciwfﬁarf?__{?é_e IC's
former chief executive, and Bilt Clay, the agency's chiet.operating officer, each reapec well more
" than $1 million in salary, bonuses and benefits from 1997 through 2003. By Steve Schultze,

MILWAUKEE JOURNAL SENTINEL T e
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WISCONSIN STATE LEGISLATURE

Point Avdit Qomomitiee

. Committee Co-Chairs:
State Senator Carol Roessler
State Representative Suzanne Jeskewitz

November 19, 2004

Ms. Helene Nelson, Secretary

Department of Health and Family Services
1 West Wilson Street, Room 650
Madison, Wisconsin 53703

Dear Ms. Nelson:

The Joint Legisiativé Audit Committee will hold a public hearing on Legislative Audit Burean report 04-
11, An Evaluation: Medical Assistance Eligibility Determinations on Wednesday, December 1, 2004, at
approximately 11:00 a.m. in Room 411 South of the State Capitol.

As this report relates to the activities of the Department of Health and Family Services, we ask that you, or
appropriate members of your staff, be present at the hearing to offer testimony in response to the
evaluation findings and to address questions from committee members, Before you begin testifying at the
hearing, please plan to provide each comimittee member with a written copy of your testimony.

_ In_add:iti@h"w téstifyihg on the findings of report 04-1 l,we would also appreciate receiving another brief -
update on the status of the error rates in the Food Stamp program from you or your staff. Please plan to
incorporate this update into both your written and oral testimony at the hearing.

Please contact Ms. Karen Asbjornson in the office of Senator Carol Roessler at 266-5300 to confirm your
participation in the hearing. Thank you for your cooperation and we look forward to seeing you on
December 1, 2004. "

Sincerely,

Senator Carol A. Roessler, Co-chair epreséntative Suzann eskewitz, Co-cha
Joint Legislative Audit Committee Joint Legislative Audit Commuttee

Enclosure
ce: Janice Mueller
State Auditor

SENATOR ROESSLER REPRESENTATIVE JESKEWITZ
PO. Box 7882 « Madison, W) 53707-7882 PO. Box BY52 » Madison, Wi 53708-8952
(608} 266-5300 « Fax {608} 266-0423 (608) 266-3796 » Fax (608) 282-3624



WISCONSIN STATE LEGISLATURE
&% - - ! -
Point Audit Qonoitiee

Committee Co-Chairs: _
State Senator Carol Roessler
State Representative Suzanne Jeskewitz

November 19, 2004

Mr., Tyrone Dumas, Interim President

Opportunities Industrialization Center of Greater Milwaukee
3353 North Dr. Martin Luther King Jr. Drive -

Milwaukee, Wisconsin 53212 o :

The Joint Legislative Audit Committee will hold a public hearing on the Legislative Audit Bureau’s recent
letter report on the Opportunities Industrialization Center of Greater Milwaukee (N ovember 2004.) This
hearing will be conducted on Wednesday, December 1, 2004, at 9:00 am. in Room 411 South of the State
Capitol.

As this report relates to the activities of your organization, we ask that you, and appropriate members of
your staff and Board, be present at the hearing to offer testimony in response to the audit findings and to

addressquestwnsfmmccmtteememb&m Before you begin testifying at the hearing, please plan to

providee

h committee member with a written copy of your testimony. -

Please contact Ms. Karen Asbjomson in the office of Senator Carol Roessler at 266-5300 to confirm your
participation in the hearing. Thank you for your cooperation and we look forward to seeing you on
December 1, 2004.

Sincerely,

Senator Carol A. Roessler, Co-chair Repres

ative Suzanne Yeskewitz, Co-chai
Joint Legislative Audit Committee Joint Legislative Audit Committee
Enclosure
ot Janice Mueller
State Auditor
SENATOR ROESSLER REPRESENTATIVE JESKEWITZ
PO, Box 7882 » Madison, Wi 53707-7882 £0. Box 8952 « Madison, W] 53708-8952

{608) 266-5300 » Fax (608) 266-0423 {408) 266-3796 » Fax (608) 282.3624



| WISCONSIN STATE LEGISLATURE

Poird Audit Conunitiee

Committee Co-Chairs:
State Senator Carol Roessler
State Representative Suzanne Jeskewitz

November 19, 2004

Ms. Roberta Gassman, Secretary
Department of Workforce Development
201 East Washington Avente, Room A400
Madison, Wisconsin 53707 . .

~ Dear MsGassman

The Joint I.ﬁ:giéiéti#c Audit Committee will hold a public hearing on the Legislative Audit Bureau’s recent
letter report on the Opportunities Industrialization Center of Greater Milwaukee (November 2004.) This
hearing will be conducted on Wednesday, December 1, 2004, at 9:00 a.m. in Room 411 South of the State
Capitol.

As this report relates to the activities of the Department of Workforce Development, we ask that you, and
appropriate members of your staff, be present at the hearing to offer testimony in response to the audit
findings and to address questions from committee members. Before you begin testifying at the hearing,
 please plan to provide each committee member with a written copy of your testimony.

Please contact Ms. Karen Asbjornson in the office of Senator Carol Roessler at 266-5300 to confirm your
participation in the hearing. ‘Thank you for your cooperation and we look forward to seeing you on
December 1, 2004.

Sincerely,
Senator Carol A. Roessler, Co-chair Z izntaﬁve SuzanneMskewitz, Co-chair

Joint Legislative Audit Committee Joint Legislative Audit Committee

Enclosure

ect Janice Mueller
State Auditor

SENATOR ROESSLER REPRESENTATIVE JESKEWITZ
PO. Box 7882 » Madison, Wi §3707-7882 £0. Box 8952 + Madison, W1 53708-8952
1608) 266-5300 » Fax {608} 266-0423 (608) 266-3796 » Fax (608) 282-3624
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