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Before the Joint Legislative Committee on Audit — December 1, 2004

I Introduction

Madame Chairpersons — Senator Roessler, Representative Jeskewitz — members of the joint andit
committee — good morning. I would also like fo acknowledge the staff of the Legislative Audit
Bureau, whose professionalism has been exemplary. Thank you for this opportunity to speak with
you about Opportunities Industrialization Center of Greater Milwaukee, Inc., our current financial
challenges and our recent state audit. We also are submitting a formal written report,

II)  Purpose

The audit we are addressing today was undertaken as part of a comprehensive audit of the W-2
program at the request of the Joint Legislative Audit Committee. Much has happened at QIC-GM
since this review began. 1 am Tyrone Dumas, and I serve as the Interim President of OIC-GM, a
position that I've held since October 25, 2004. 1 would also like to introduce the rest of the OIC-
GM team here with me today. Rev. Fred L. Crouther, OIC-GM Board Chair who will also
address the committee and other members of the Executive Team, who will assist in answering
additional guestions you may have,

Organizational Overview

Together with the support of our leadership team and Board of Directors, we are conducting a full
review of the OIC-GM & Affiliates financial, staffing and operational structure.

We are meeting with our funders to establish an understanding of our passion to be an outstanding
provider of guality services to the Milwaukee community. The new board chair, Rev. Fred
Crouther, and I recognize the need for prudent management and financial oversight of the .
coniracts that have been entrusted to OIC-GM & Affiliates.

We are stewards and trustees of tax payer dollars and we want to assure you that these dollars will
reach the people 1t 1s intended fo assist toward self sufficiency.

Today, undoubtedly, OIC-GM faces the challenge of a new beginning. While this is a difficult
time within our organization, we are committed to creating a better and stronger OIC. Asan
empioyer of over 350 people and & provider of W-2 services to over 5,000 participants, we are
setting ourselves on a sound course by ensuring that our focus is on our mission. Our dedication
and our vision is the elimination of unemployment, poverty, illiteracy, madequate housing and to
insuring a meaningful quality of life for families and individuals within our community by helping
people help themselves and providing a hand up and not a hand out.
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As we proceed with making many tough decisions, we do so with compassion, mtegrity and
honesty. There will be an unavoidable human impact, as some services are trimmed and
eliminated. We will, however, maintain and strengthen our commitment to our core mission.

Although OIC-GM is ending its current fiscal year with additional financial liabilities, we are
reinforcing confidence with our creditors, lenders, bankers and funders in the viability of OIC-
GM, and outlining a plan for our 2005 fiscal year to reflect a restructured and downsized
organization. Sound fiscal management and efficiency are the keys as we maximize existing
resources while getting ourselves on track.,

It is certainly challenging to come into an organization after several months of leadership change
and intense financial reviews by several major entities. Although these challenges create a climate
of uncertainty, we continue to persevere each day. Our employees remain positive as we carry out
our charge to place W-2 participants in family supporting jobs, work with youth in the Community
Learning Centers and day care program, provide day program services for our disabled population,
complete repairs under local and state home repair programs, and provide services through a
network of community-based organizations.

Over the past few weeks, it has become clear that we face multiple challenges. In addition to
liabilities identified in the LAB audit, we are faced with the loss of over $13 million in funding as
a result of proposed changes in modifications to our 2004 — 2005 contract as a W-2 provider,

HI) Progress

Accordingly, the OIC-GM leadership team and Board advanced a series of administrative
initiatives that will assist in our restructuring, They include:

¢ Implementing an immediate freeze and administrative review on all hiring and elimination
of all non-essential spending.

* Instituting a procedure for the use of professional services agreements when professional
services are needed by OIC-GM.

* Discussions and planning for stabilizing our fiscal structure with the assistance of a task
force of our bankers —~ Marshall & Tisley (M&D), Legacy and North Milwaukee State
Banks.

* [Initiation of a compensation study scheduled for completion by mid December 2004

* Realignment of the organizational structure to improve decision-making and accountability
processes.

* Planning for reforms to financial systems following the completion of the audit by
Virchow Krause & Company.

* Increased communication, partnership and oversight with DWD for management of W-2

T acknowledge that severe challenges lie ahead. Our fiduciary responsibility compels us to address
the structural issues that surround our finances. 1 pledge to exert my energy and expertise to get
those issues resolved. Be assured that this is an urgent concern on my part. The overall viability
of OIC-GM and the services we bring together to improve the lives of many are at nisk.
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IV)  LAB Recommendations and OIC-GM Response

Now turning to the LAB’s recommendations from the andit report. Iam pleased to report that
OIC-GM continues to make progress. I will address the six recommendations pertaining to OIC-
GM’s administration of the Wisconsin Works Pro gram.

A) 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 structure and number of full-time
equivalent (FTE) staff positions to be supported with W-2 funds.

* Recommendation — The T.AB 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 vear.

* Response ~ The LAB staff provided clarity on the need to report full-time equivalent
positions to provide consistency. We have put a process in place to consistently
measure full-time equivalent positions that are funded directly and indirectly with W-2
funds 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 1o work together with the LAB on a
solution for the good of the entire W-2 program.

B) Legal Services Expenditures — Concerns about the appropriateness of OIC-GM’s Jegal
services expenditires since 1997 were reviewed and payments made for certain legal
services expenditures that were charged io the W-2 program were highlighted.

* Recommendation — The 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 nsed in supporting payments to Mr.
Mark Sostarich.

* Response — We are working with the Department of Workforce Development and other
departments on a resolution to this matter. We are committed to providing pradent
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.

* Recommendation ~ The 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 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 corporation.
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Response — Based on the issues identified by LAB and DWD, OIC-GM has conducted
areview of the use of professional services. Corrective action is in place to ensure that
no officer, board member or employee is a provider of paid professional services.
Further, we have instituted 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 QIC-
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 resolutions to these matters.

C) 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.

»

Assessment — The LAB compared OIC-GM’s expendztures 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.

Response — OIC-GM leases space from The Garfield Foundation, Inc. (TGFI). The
Foundation is a property title holding company. Properties are rented to OIC-GM &
Affiliate programs at low or below market rates in order to pass on cost savin gs for
program operations. We make a concerted effort to maximize resources available for
our programs. This is a very cost effective use of resources by the W-2 program. OIC-
GM is continuing to work with DWD to identify ways to consolidated services within
locations to further reduce program costs.

D} 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
penod Telecommunications costs include expenditures for local and long distance phone
services, including cellular phone services.

Recommendation — 1.AB recommends the Department of Workforce Development, as
part of its ongoeing fiscal monitoring 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.

Response ~The telecommunications expenditures identified by LAB, while not.
mappropriate suggested that systems be in place so that more attention can be paid to
limiting potentially unnecessary or excessive telecommunications costs in the future.
The identified costs were in part, due fo the implementation of a new
telecommunications system implemented in 2003 to improve the efficiency and ability
of our staff to work with W-2 customers and to reduce costs. Monthly system lease
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costs alone resulted in a cost reduction $12,496 per month. A Director of Information
Technology and Telecommunications was hired in 2003. All services in this area were
reviewed and realigned for more cost efficiency.

OIC-GM regularly evaluates costs and shops for competitive pricing. We have been
working diligently to 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. The cellular phone policy was
updated in November and the assignment of cell phones to staff was reviewed with a
reduction in assignments to further reduce costs. 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.

E) 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.

* Recommendation — The LAB recommends that the Department of Workforce
Development require OIC-GM to repay $6,930 in unallowable costs.

*  Response — After further review of these costs with the LAB review team, the
identified costs were reclassified to the appropriate cost centers. The full amount will
be refinded to DWD. '

* Recommendation — The 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.

* Response — These costs while questioned were not disallowed. Information and
outreach are ordinary and necessary activities for contract performance. The identified
costs in these areas primarily relate to information and outreach through the use of
public service programming on local radio pro grams used to reach central city W-2
customers. The format and content of the programs provided a forum for the
dissemination of valuable information in support of self-sufficiency for central city
consumers with a focus on the needs of the W-2 population. This vehicle also
provided a forum for public comment for W-2 pro gram improvement. We have
discontinued the 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
provide additional information for consideration in resolution of these issues and to
continue to develop ways to effectively reach central city W-2 customers.

F) Advertising and Information Expenditures — The LAR 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 program.
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* Recommendation — The 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,

* Response — We will work closely with the Department of Workforce Development to
ensure our expenditures in these areas are within the established guidelines for the
program’s administration.

Y) Conclusion

In closing, we want to again thank the Legislative Audit Bureau for working with us to finalize the
audit. We want to assure you that we will work directly with DWD and other depariments to
resolve all 1ssues and concerns that have been identified.

We have a proud 37 year history of providing quality services to a diverse customer base in the
central city of Milwaukee. The new leadership team is working diligently to revise and develop
where necessary pelicies 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 community.

On behalf of our staff of over 350 employees, we look forward to a positive, successful future in
Milwaukee, continuing to provide much needed services to its constituents.

The LAB made one other recommendation relating specifically to board issues. This will be best
addressed by OIC-GM’s board chair, Rev. Fred Crouther. Before we answer questions, I would
like Rev. Crouther to address the Audit committee. Again, please refer to our written report for
additional details.

Thank you

Tyrone P. Dumas, Interim President
OIC-GM

3353 North Martin Luther King Drive
Milwaukee W1 53212

414-908-3462

tdumas@oic-gm.org
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Testimony of Rev. Fred L. Crouther

Board Chairman, Opportunities Industrialization Center of Greater Milwaukee, Inc. (OIC-GM)

Before the Joint Legislative Committee on Audit — December 1, 2004

I) Introduction

Good morning, Madame Chairpersons — Senator Roessler, Representative Jeskewitz and
members of the joint committee. Thank you for this opporfunity to speak with you about OIC-
GM and the board issues highlighted in the recent state audit. I will also submit a formal written
report,

) Purpose

I am Reverend Fred L. Crouther, Pastor of New Covenant Missionary Baptist Church in
Milwaukee and was recently selected to serve as Chairman of the Board for OIC-GM. Ihave
served on the Board for more than 30 vears but assumed leadership responsibilities in late
October. I would like to address legal services expenditures as they relate to officers and board
members, a matter highlighted in the Legislative Audit Burean Report.

II)  Progress

In the area of L.egal Services Expenditures — Concerns were raised by LAB regarding the
appropriateness of CIC-GM legal services expenditures paid out of W-2 funding. A major focus
of these LAB concerns involved legal services payments made to an OIC officer and board
member. :

Given that federal regulations prohibit company officers or employees from providing
professional services, LAB recommend that OIC-GM reimburse the State for $113,200 paid to
Richard Porter, former CEO and Board Chairman, for legal services.

The OIC-GM Board has taken corrective action to ensure that this practice is permanently ended
and that the state will be fully reimbursed. We are also instituting administrative initiatives to
ensure the integrity of our organization’s leadership and account practices. The actions we have
taken include:

» Richard Porter, whose legal service payments were caﬂed in question, no longer serves as
an officer or board member for OIC-GM

»  OIC-GM has discontinued all retainer agreements and instituted a procedure for the use
of professional services agreements when professional services are needed.

REVEREND LEON M. SULLIVAN, FOUNDER
Reverend [, Frad L. Crouther, Chaieman of the Board  Tyrone P. Dumss, President  Georgia M. Cemeron, Senior VR/O00 Cordefie | Ekwueme, Senior VB DFD
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2.

OIC-GM has ended its use of in-house legal counsel, and has instituted a policy to ensure
that no officer, board member or employee provides paid professional services

The Board of Directors of OIC-GM has re-committed itself to the long term viability of
OIC-GM. By-laws of all OIC-GM and affiliates are also under review and board member
functions are being clarified.

Board committees have been activated and are meeting regularly and are taking a more
active role in oversight of the organization which includes looking more closely at all
aspects of the agency’s operations and relations with other entities.

A code of ethics has been drafted and will be implemented this year to further ensure the
ntegrity of board members and officers

The OIC-GM Board will aggressively recruit new board members to help provide fresh
direction to the OIC-GM & Affiliates

The Finance Committee has increased its oversight of all functions by initiating a review
process for all current and future contracts, and past practices for the purchase of goods
and services.

Once the fiscal task force of our bankers is in place, the Finance Committee will work
closely with them and the DWD fiscal oversight team to restructure and make necessary
improvements in fiscal and overall agency operations.

The Human Resources Committee will complete its review of new personnel pohc;es and
procedures and this document will be finalized before the end of the year. These policies
and procedures have also been forwarded to the Special Monitor assigned to the agency
by DWD.

Conclusion

1 would like to assure the Audit Committee that the new leadership of OIC-GM is committed to
working closely with DWD, elected officials and othér agencies to resolve past problems and
alleviate all concerns. The Board of OIC-GM appreciates the gravity of the situation, and we
will do everything in our power to ensure the long-term viability of OIC-GM and the support
services that it provides to low-income Milwaukee residents. We believe in the core values of
the organization and are honored to serve our community.

On behalf of the OIC-GM Board and the entire organization, thank you for allowing me the
opportunity to speak before you today.

I would be happy to answer any questions you may have,

Thank you.

Rev. Fred L. Crouther, Board Chairman
OI1C-GM

3353 North Martin Luther King Jr. Drive
Milwaukee W] 53212

414-908-3462

ferouther(@oic-gm.org



OI1C-GM & Affiliates
FACT SHEET
2002-2003

Served 152,403 youth through various programs and services including mentoring, -
community learning centers, Safe n’Sound, day care, Warning Basketball League and
food service programs.

Served 31,724 adults through various programs and services including adult day
programs, weatherization and neighborhood improvement programs, neighborhood

clean-ups, block club formations, and healthy marriage inttiatives.

Served 120 disabled adults through day programs, recreation programs supportive
living and employment services.

Served 1,79_7,0{}6 meals to low income children in day care centers, after school and
summer recreation programs.

Provided services to 14,585 job seekers through W-2 and FSET services.
Weatherized or repaired 2,756 housing units to improve the lives of families.
Brought $2,810,909 in federal dollars into the Milwaukee commumty

Placed 5,731 Job Seekers in employment in the 2002-2003 contract year

Key W-2 Benchmarks

Met benchmarks and achieved 180 day job placement rates of 50.5% in 2001 and
40.6% in 2003

Met benchmarks and achieved 180 day job retention rates of 61.4% in 2001, 63.1% in
2002 and 63.4% in 2003

W-2 Program Return on Investment (ROI)

For every dollar spent on the program in 2001, $0.47 was retarned to the taxpayer in
tax savings for a 12 year savings of $2.45 for every dollar spent.

Economic benefit and growth generated by each dollar was $2.48 for each dollar spent.

12/01/04
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Wednesday, December 01, 2004

JOINT AUDIT HEARS FROM SECRETARY GASSMAN

The Joint Audit committee heard from Secretary Gassman today regarding the audit of Opportunities
Industrialization Center of Greater Milwaukee (OIC-GM). The Legislative Audit Bureau found 7 major areas of
concern within the state contract with OIC-GM and state funds. DWD has incorporated all 7 areas into their
Corrective Action Plan.

The Corrective Action Plan includes:
»  OIC-GM and all W-2 agencies to provide information regarding full-time equivalent administration and

program staff positions.

s Reduction of $293,008 from the next two months payments to OIC-GM to payback funds used in payment to
Mr, Sostarich.

» Reduction of $95, O(}G from ihe ne:xt two moriths payments to OIC-GM to recover legal fees p&ld to Richard
Porter,

DWD is seeking an addmona} $50,000 for the funds paid to Porter since January 2004.

DWD will now review all telecommunication expenditures for all W-2 agencies.

Reduction.of $6,930 from the next two months payments to OIC-GM to recover unallowable costs.
Request OIC-GM to either repay or provide more documentation regarding an additional $86,375 in
questionable costs.

.« & & 8

DWD will be recovering $444,623 in funds over the next two months. These are funds only outstanding to DWD,
county and federal funds are separate from this amount. OIC-GM will be required to regain costs from individuals,
not the state. In addition to the CAP, DWD has moved 2 full-time positions to Milwaukee to monitor OIC-GM
activity on a daily basis.

Sen. Roessler and Sen Daxlmg expressed concerns over the make-up of the board and would like to see termination. .

" of employment for any members who were connected in any manner with the fraudulent activity and/or continues =
to display an attitude of lack of accountability. The agency has been requested to provide the committee with
monthly updates regaxding OIC-GM activities for the next year. DWD agreed.

FILED WITH JOINT FINANCE

Dept of Corrections. Request for 3.00 FTE PR-S positions to continue Title 1 education programs. The requested
position authority would replace project positions that expired June 30, 2004. Deadiine for objections or requests
for committee meeting is Friday, December 17, 2004.

Link to Releases

PSC. To appeal court decision on Oak Creek power plants.

DPI. Alliance for Attendance Task Force work groups meet Thursday.
Wisconsin Technical College System. Board selects finalists for president.
Milwaukee Teachers Education Association. Responds to "sick out” rumor.
CRG Network. Affiliate to file signatures in two recalls.

Wisconsin Voter Lists. Voter list rip-off.

WISPIRG. Praises release of a plan for a clean energy future.

(END)
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Lawmakers lambaste W-2 agency

OIC should remove workers who resist reform, critics say

By STEVE SCHULTZE
sschultze @ journalsentinel.com

Posted: Dec. 1, 2004

Page 1 of 2

Madison - State lawmakers on Wednesday ripped a troubled Milwaukee social service agency for its mishandling of
hundreds of thousands of doliars in welfare reform money and called for purging agency staffers with a bad attitude.

Though several high-level employees of Opportunities Industrialization Center of Greater
Milwaukee have left in the wake of a criminal kickback scandal involving Wisconsin Works
money, some remaining OIC workers have resisted state efforts to investigate and correct
ongoing problems, legistators said during a hearing.

"There was not the proper attitude on the part of those being questioned” by state officials who
oversee the W-2 program, said Sen, Carol Roessler {R-Oshkosh), the co-chairwoman of the
Legislature's Joint Audit Committee.

“The defensive attitude on the part of that agency is so abhorrent - so wholly unacceptable.”

Sen. Alberta Darling (R-River Hills) criticized OIC's imnproper use of W-2 money as "a
travesty" and possibly a crime. Former OIC executives resisted the state’s order to hire a new
outside auditor for several months, and its 2003 anmuial financial report has not been completed.

£

"This doesn't sit well with taxpayers to just say, 'We are going to keep trying,’ " Darling said.

"You should clean house so the community has the confidence (financial impropriety) is not
going to happen again.”

OIC was told by lawmakers to consider dumping employees who had any role in the improper
spending outlined in criminal cases involving former state Sen. Gary R. George, former OIC
President Carl Gee and ex-OIC attorney Mark Sostarich. OIC also should consider axing
employees linked to other questionable spending outlined in a new state audit, lawmakers satd.

A state audit last month faulted OIC for funneling abowt $300,000 in W-2 money to George
through Sostarich and also questioned the spending of some $275,000 used to sponsor
programs on WNOV-AM (860}, including the "Word Warrior” show hosted by former
Milwaukee Ald. Mike McGee.

The agency has been ordered to repay $444,623 in W-2 money to the state. That money is to be
deducted from OIC's Becember and January payments. The agency, with about 350 employees,
may try to negotiate a longer payback period to avoid major layoffs and program cuts.

Workers defended

Tyrone Dumas, OIC's newiy named interim president, said he may also appeal the state's order

http://www jsonline.com/news/metro/dec04/280282.asp Hormat=print
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te pay back $86,000 given to WNOV and McGee in 2002 and '03. The agency maintains that the programs were good ways
to reach W-2 clients or potential clients about the program. State auditors said, however, that little of the program content
was specific to W-2.

Dumas pledged cooperation with state efforts but defended employees who had worked under Gee.

"When you are a worker in the field, you take your orders and you do your job,” Dumas said. "1 can't fault people in the
field."

Gee resigned his post in the summer after his conviction for conspiracy and is to be sentenced later this month. George is
serving a four-year federal prison term. Sostarich has also pleaded guilty in the scandal and is awaiting sentencing,

An irritated Roessler said some high-level OIC emplovees must have known W-2 money was being used improperly and
failed to speak out. At the hearing, she had Dumas publicly identify four top statfers with him, all of them veterans of the
agency.

In an interview after the hearing, Dumas said that was insulting and something not done to other groups criticized by state
audits.

To avoid future problems, lawmakers called for OIC to install new board members with financial expertise and to seek
temporary oversight help from local college professors. The agency also was told to provide monthly reports to the state on
organizational changes and improvements.

Fred Crouther, a Baptist minister and OIC s new board chairman, was asked what financial background he brought to the
post.

“Math was one of my poorest subjects in school," Crouther said. "I don't really try to get into accounting, management of
funds. I know enough to keep it straight.”

Besides ordering the money payback, the state last week announced that it was cutting $13 million from OIC's $85 miilion
2004-'05 contract. That sum and a portion of OIC's caseload are being given to YW Works, a subsidiary of the YWCA and a
former W-2 provider. The state has not yet decided whether it will reassign another $10 million from OIC's pact, said JoAnna
Richard of the Department of Workforce Development.

Sen.-elect Lena Taylor (D-Milwaukee) said she was concerned that improperly spent W-2 funds would never be available for
needy clients under OIC's payback order.

William Clingan, a state W-2 administrator, suggested that OIC try to recover the money from Sostarich and Richard Porter,
a Milwaukee attorney and OIC's former board chairman. State officials said OIC must repay $95,000 in legal fees ;)ald 10
Porter because his dual role as an OIC lawyer and board member was a conflict of interest.

From the Dec. 2, 2004, editions of the Milwaukee Journai Sentinel
Get the Journal Sentinel delivered to your home. Subscribe now,
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Administrative Office .
2R35 N, 32nd Strees « Milwaukes, Wisconsin 53210 DEC @ % zgﬁé‘
414 GO8-35300 » Fax 414 8083337 « TTY 414 208-3241

December 7, 2004

The Honorable Carol A. Roessler
Wisconsin State Senator — 18" District
Room 8 South — State Capitol

P. O. Box 7882

Madison, Wisconsin 53707-7882

Dear Senator Roessler:

This letter is a follow up to OIC-GM's December 1% hearing before the Joint Legislative
Committee on Audit. A member of the Committee requested additional information
regarding the consulting firm that is managing the Compensation Survey, which is
currently underway.

OIC-GM selected Carison Dettmann Consulting (CDC) for this project. We believe CDC
is a qualified and reputable firm and one that, having recently completed a
compensation study for the YWCA, is very familiar with jobs that are funded by the W-2
program.

We have enclosed for your review the product information page from the CDC
marketing brochure, the study proposal, and the signed contract for services.

Please feel free to contact me if you need additional information.

Tyrone P. Dumas
Interim President

Enclosures

Cc: Human Resources

REVEREND LEON H. SULLIVAR, FOUNDER
ps Iy 57 et | " -4 2 s £y N
Fevarend Dr, Prag L Crowther, Chaiernar of the Board  Tyrone 2 Dumas, Pragiders Beergia M. Gamaran, Senior VP/C00 Cordelia | Ewuems, Senior VP/CFD

An Fguat Opportunity Ermployer



Carlson Dettmann Consulting (CDC), a division of Survey Research Associates LLC, provides
management consulting with primary expertise in compensation strategies and related business services. Qur
collective knowledge and experience, acquired through well kmown national and regional consulting firms,
has accrued through many veers of providing compensation counsel to employers throughout the Upper
Midwest. We are qualified to understand the diverse characteristics of public, private, for-profit, and not-for-
profit organizations, and their respective needs.

Compensation is a critical piece of overall human resource strategy. Because compensation is both visible
and important to employees, a compensation program designed to communijcate and reward strategic goals
increases the probability that employees not only will understand what those goals are, but also will achieve
them.

CDC focuses on the development of total compensation programs, including base pay plans, executive
compensation, incentive compensation, job evaluation, and marketplace competitive review as well as closely
linked programs such as organizational planning, supervisory fraining, and performance management
systems. “We will assist you in the development and measurement of programs for compensating, motivating,
and continuously improving the performance of employees at 21l levels of the organization.

Our professionals work closely with your management team to deliver proven professional and {echnical
expertise in the d efinition, diagnosis, and design o f the ¢ ompensation p lanning and m anagement process.
Whether developing your overall pay strategy, designing new programs or commumnicating and administering
existing programs, we will provide the personal follow-through necessary to help you achieve your
organizational goals and desired business results.

Executive Compensation

To ensure that your organization atiracts, retains and motivates the most qualified leaders in a manner
acceptable to owners, shareholders and regulatory authorities, CDC will work to develop stock and cash
based plans (including related ‘accounting, tax and Tegulatory issues) that support the objectives of the
organization and enhance value for the owners. -~ © - . o

Base Pay, Job Evaluation and Alternative Compensation Systems

With considerations such as marketplace conditions, regulatory, organizational, cultural, and other intemal
and external requirements, we will work with both management and employees to develop the appropriate

system for your organization, meeting the unique needs of your organization and supporting your underlying
compensation philosophy.

Performance Management

Our consultants will work with you te develop 2 performance management system, including training and
documentation, that supports and strengthens the link berween individual Job performence and overall
organizational success.

Management Consulting

We will work with you to analyze and improve the operational structure of your organization, inchuding
accountability management, marketplace definition, operating efficiency, and other strategic business
ohjectives.

CARLSON
DETTMANN

CONSULTING
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OIC-GM, Inc.
Proposal for Compensation Study

Preface

The following is a proposal for Carlson Dettmann Associates 11c (CDA) to assist OIC-GM in assessing,
designing and implementing a comprehensive compensation program. Your executive group, and in
particular the Human Resources Department, has a goal of creating a comprehensive compensation
philosophy accompanied by a coordinated methodology that will result in a unified compensation system
for all positions. Carlson Dettmann is aware that there are a number of key, strategic objectives, as
summarized below:

Market Competitiveness - to maintain a competitive position in the job market for all key, benchmark
jobs, _ N U _

Useful Infrastructure - develop pay ranges designed to enhance recruitment and retention of all positions.

Internal Equity - revising position descriptions and modifying the compensation program for all
employees.

Table of Contents

I Executive Summary
II.  Objectives of the Study
fIL. Proposed Methodology
IV. Thme Schedule
V. Cost of the Project

DR R W e

V1. Carlson Dettmann Associates 1o - Qualifications and References 11

Attachments

Job Evaluation System

Carlson Dettmann Associates 1ic OIC_Proposal Comp 6_04.doc



OIC-GM, Inc.
Proposal for Compensation Study

. Executive Summary

A,

Background

Opportunities Industrialization Center of Greater Milwaukee (OIC - GM) is a community
economic development corporation that provides services to individuals and families in the
greater Milwaukee area. Programs include education, job training and economic development.
OIC - GM is the largest organization of it's type in the United States.

OIC - GM has maintained an informal pay program for many years. Given the depth and
breadth of the range of services the organization provides, and the number of employees, and
unique job titles {over 100 at present), management is finding increasingly difficult to manage
its compensation programs in the current manner.

Any’ problems that now exist relative to employee compensation will become greater, as the
organization expands. = Therefore, it is necessary and desirable to implement a sound
compensation program to ensure consistent and equitable treatment of all employees and that
OIC-GM's compensation program is compefitive to other established organizations and
businesses in the same labor markets.

Objectives

As part of the present activities, you must ensure an adequate description of each position,
establish equitable internal relationships, determine the rates of pay for such positions by other
employers in the organization's recruitment area, establish salary/wage ranges and appropriate
policies and procedures governing pay for all employees. In addition, you will need to develop
the capability of select OIC-GM staff in managing and maintaining the new salary
administration program. : :

Séépe of the Project

The project will be applicable for all positions at OIC-GM. The study should clearly indicate
the changes that need to be made in order to maximize the impact of compensation on
employee performance commensurate with the organization's overali operating objectives.

Methodology
CDA proposes to conduct this study through a series of steps--

v Employee Communication

v Job Description Review/Revision

v"Market Surveying

v Pay Structure Development

v Development of Pay Policies and Procedures

Time and Cost

The time required for this project--through the delivery by the consultant of a final report—is
estimated to be 15 weeks. The cost of the project, assuming all positions {approximately 100
unique titles) are to be included as part of the study, our fees for the project described herein
will not exceed 525,000 plus reimbursement for consultant out-of-pocket expenses. Normally,

Carlson Dettmann Associates i1 Page1of11

CIC_Proposal Comp 6_04.doc



OIC-GM, Inc.
Proposal for Compensation Study

our fee for a project of this scope would not be less than §35,000. Carlson Dettmann has taken
OIC-GM's non-profit status into consideration and has reduced your fees for this project.

Page 2 of 12

Carlson Dettmann Associates ic
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OIC-GM, Inc.
Proposal for Compensation Study

II. Objectives of the Study

The following are seen as the principal objectives of this study.

A. Develop current and accurate position descriptions (duties, responsibilities, organizational
relationships, and the like) on all positions covered by the study. OIC-GM staff will ensure that
accurate descriptions are completed and available.

B. Evaluate all positions in a uniform manner, so as to establish equitable internal relationships.

C. Establish, through market studies of comparable "benchmark" positions, the prevailing rates of
pay for positions similar to those employed by the organization.

D. Develop a set of policies and administrative guidelines for all employees which will be based
on.a combination of factors including, particularly, the relative content of the positions, and the
prevailing market practices, the philosophy of the organization with respect to base and
variable components of compensation, and the individual performance of position incumbents.

E. Provide the necessary manuals, communication materials and other techniques for system
continuity, and train the appropriate organization staff in ongoing management and
maintenance of the system that is installed.

E. Complete the study within 15 weeks of the start.

Carlson Dettmann Associates vic Page 3 of12
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OIC-GM, Inc.
Proposal for Compensation Study

III. Proposed Methodology

A. Qautline of Owr Approach

CDA proposes to conduct this study in a series of steps, beginning with the agsurance of current
and accurate position descriptions and culminating in a compensation administration plan that
is suitable to the nature of the organization, their policies and their capabilities.

The steps to completion of this project will be as follows:
»  Organization of the project.
¢ Employee communication.

. Assﬁmrice of accurate position descriptions.

e Determination of relevant, market pay practices.

¢  Determination of appropriate pay guidelines for all position classifications.

* Analysis of current pay practices vis-a-vis the identified policies and objectives.
Determination of transitional steps to be taken,

» Communication strategies and methods to announce results of the study to the various
employee groups.

Carlson Dettiann Associates Lic Page 4 0f12
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OIC-GM, Inc.
Proposal for Compensation Study

B. Specific Steps
Our specific approach to each of these steps will be as follows:

1. Project Oreanization, Assignment of Responsibilities

An initial meeting(s) is required with the appropriate client representatives to ensure
mutual understanding concerning responsibilities between the organization and the
consultant. Specific items to be addressed are--

s The timetable for the project, overall and interim steps.

e The extent to which OIC-GM will actively participate, and who among your employees
shall be trained in the ongoing maintenance of the program developed.

e The scope and extent ‘of the study, e.g., which positions to be included and what
elements of a total compensation program to be developed.

o The manner of gathering position description information.

¢ The manner of evaluation, particularly, which empioyees will be selected to serve on
evaluation committees, where the committees will meet, the sequence of evaluations,
etc.

e The philosophy of the organization regarding employee compensation, and how
compensation should vary based on responsibility, performance, etc.

» The scope and use of a survey of market pay data.

s Thepolicy 'c')f_'ﬂze'bfgﬁiﬁzaﬁorﬁixﬁﬂﬁ_rés:pect-t'é correcting ineqiiiﬁeé that are identified.

e The manner of communicating project progress to employees.

* Any other consultant or client concerns.

2. Initial Emplovee Communications

There should be an initial communication - to all employees affected by the study - in
written form or a series of meetings - to outline the reasons for the study, the manner in
which it will be conducted, the approximate time involved and the results to be expected.
‘The purposes of this communication are to dispel rumors and to minimize feelings of
concern or anxiety on the part of employees.

The specific communication content and approach will have been worked out in the
previous step and may include a series of employee meetings, forum-style, held on
organization fime, to which employees may come and ask questions.

Carlson Dettmann Associates wic PageSof 12
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OIC-GM, Inc.
Proposal for Compensation Study

3. FEnsure Accurate Position Descriptions

It will be a key requirement to ensure that all position descriptions are accurate and up to
date. To the extent that position descriptions are out of date or do not exist, we can gather
descriptive data through the use of questionnaires and interviews. However, with the
organizational responsibilities in a state of flux, OIC-GM we recommend that your staff
complete accurate job descriptions prior to CDA starting this project. If helpful, we can
provide some data gathering tools for OIC-GM to use the development of descriptions.

Should it be necessary for Carlson Dettmann staff to assist in the development of a wide
range of job descriptions, our snggested approach will be to have representative position
incumbents complete structured questionnaires, which the consultant will provide,
regarding their positions. The consultant staff and others, if feasible, will conduct follow-
up interviews with selected incumbents and/or supervisors to ensure accuracy of the
questionnaire process.

4. Evaluate the Positions

In evaluating the positions, we will use the CDA point-evaluation system using the factors
of formal preparation and experience, dedision-making, thinking challenges and problem
solving, interactions and communications, and work environment. An explanation of this
method is included here. The method has been proven successful and equitable in a broad
variety of client assignments that we have conducted in the public and private sectors.

Qur evaluation methodology utilizes the so-called "Webers Law" concept of discernible
differences in job content, and it classifies each separate position appropriately on a scale of
discernible differences for each compensable factor, so that all positions will be rated
appropriately in relationship to each other,

We recommend ‘the evaluation be conducted by one committee for all positions. The
committee would be made up of managers/executives drawn from all departments,
working under the leadership of the consultant. The exact make-up can be determined in
the initial plarning meeting.

The general approach to evaluation will be to (1) evaluate the top ter of positions, (2) .
evaluate a sampling of positions at all levels within each major department, so as fo
establish a matrix of position relationships, (3) confirm evaluation accuracy and consistency
for the matrix, and {4) complete the evaluations for all remaining positions.

Carlson Dettmann Associates 11 _ Page 6 of 12
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OIC-GM, Inc.
Proposal for Compensation Study

Note that this approach responds te several concerns:

e The evaluation committee will be chosen to ensure a balanced and objective
interpretation of position contents.

o There are checkpoints along the way, to ensure accuracy and the opportunity to
monitor progress of the study.

e There will be continuity of process, hence, consistency among departments.
e All position relationships will be established entirely based on position content.

¢ The evaluation committee, or appropriate human resources staff, will receive sufficient
training to allow them to function independently after completion of the initial study.

Determine -Prévaiﬁmr Market Pav Levels

Concurrent with the evaluation process, the consultant will develop market-related pay
requirements for all jobs that can be safely compared across employer lines (called
benchmark positions). It is our firm conviction, based on our experience, that pay levels
must be cognizant of actual, prevailing market rates, to avoid the excesses of paying either
too high or too low. Consequently, we include a market study in all of our consulting
projects of this type, and we find this data to be useful and used by all clients, public or
private. (Refer to Section VI - CDA - Qualifications and References.) In this study, we
want to determine going rates for positions in each of your areas of employment, and the
rates for certain of your more generic positions from local and national surveys, both public
and private sector.

CDA is highly experienced and equipped, technically, to conduct the kind of market survey
required for this study, to interpret the results, and fo recommend the manner of their use
in establishing pay guidelines for the future.

Develop Policies and Guidelines for Administering Pay to Employees; Analyze Current

Practice to Identifv Corrective Actions Required

Our analyses-—-position evaluations and market comparison—will show the extent to which
current pay levels are inequitable and/ or noncompetitive. Comparisons are made possible
through the combination of point values and pay levels. Internally, a comparison shows
the extent to which pay and point value relationships are consistent/inconsistent. Where
higher rated positions are paid less than lower rated positions, the result is an inequity that
must eventually be dealt with.

We will discern, from organization management, the type of compensation program
desired, and we will recommend a specific pay administration system. This may be formal
grades and ranges, or it may be a series of pay "zones" by evaluated content.

The pay systems so developed will be compared with current, individual rates of pay, and
a program of correctional adjustments will be recommended, so as to bring practice in line
with intent. This recommendation will include timetables and costs.

Carlson Dettmann Associates ric Page 7 of 12
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7. Communications Strategies and Methods

1.

We will recommend an approach to communicating with your various employee groups to
inform them of the resulis of the study and the anticipated actions for fulfilling your basic
objectives.

Final Report

We will accumulate the results of all foregoing steps into a final report that will also serve
as an administrative manual in the years ahead.

C. Organization-—-5taff Requirements:

Carlson Dettmarnn Associates 1o

In performance of the foregoing tasks, CDA will assign three consultants, one of whom will
be the Project Leader and the others the Project Consultants. The Project Leader will be the
principal contact with OIC-GM and will be chiefly responsible for all planning and
execution. The Consultants will, at the discretion of the Leader, assist in gathering
information, leading evaluation sessions, conducting market research, etc. The résumés of
the CDA consultants are included below. The assignments for this project are--

Project Leader. oo v Scott ML Dettmann

Project Consultants (to assist as needed).............. Brian Ronk

Scott M. Dettmann

..... is Vice President and Principal Consultant of Carlson Dettmann Associates ue. He holds
a Master's degree in business administration from Drake University and a Bachelor's
degree in business administration from the University of Wisconsin.

Scott's professional background includes human resource and line management positions
with several nationally known manufacturing and service concerns.

He has experience in all phases of wage and salary program development, performance
appraisal, surveys, individual and group incentives, position evaluation and employee
involvement programs. In his present position, Scott provides compensation and employee
relations counsel to employers throughout the Upper Midwest.

Carlson Dettmann Associates L Page§of 12
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Brian Ronk

.....1s an Associate Consultant for Carlson Dettmann Associates e, In his present position,
Brian assumes responsibility for conducting and analyzing compensation surveys and
developing salary administration and employee relations programs for clients throughout
Wisconsin,

Brian has a Master's degree in Industrial Relations as well as a Bachelor's degree in
Psychology, from the University of Wisconsin - Madison. After the completion of graduate
studies, Mr. Ronk was employed by a Milwaukee - based human resource-consulting firm,
where he developed expertise in position evaluation, market pricing, and pay structure
development. He also gained labor relations experience through prior employment with a
large Midwestern manufacturing organization and a statewide labor union.

2. OIC-GM
The Organization will need to assign several people to the project, as follows:

» A project coordinating committee, which can be convened frequently on short notice to
meet with, give direction to, and interact with the consultants.

s Personnel to arrange employee meetings, coordinate the questionnaire process and
preparation of position descriptions, and perform miscellaneous, necessary
administrative tasks.

o Individuals, presently unidentified, to serve on the evaluation committee(s). These
. individuals are typically chosen by the members of the project coordinating commitiee.

IV. Time Schedule

CDA is prepared to begin work on this project within two weeks of acceptance of this proposal. We
believe it possible to complete the study within 15 weeks, provided there are no undue delays in the
process. We recommmend starting after OIC-GM has completed their current reorganization process. It
must be recognized, of course, that completion of the project will depend upon our ability to mesh
everybody's schedules so as to complete the position descriptions and evaluation portions of the project
on time, and to be able to establish and stay with a communicaton schedule.

V. Cost of the Project

The fee estimate provided is based on the assumption that there will be approximately 100 positions
included in the study after the reorganization and consolidation of position titles has occurred. The fee
estimate provided presumes the position evaluation process will take place at OIC-GM's offices in
Milwaukee. If the scope of the study is significantly altered from these assumptions or if OIC-GM
significantly increases or decreases its level of involvement, a new fee estimate will be necessary.

Carlson Dettmann Associates 11c Page Gof 12
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The fee estimate for-the proposed project will be $25,000 plus reimbursement for consultant out-of-pocket
travel expenses, which should be minimal.

Payment Method

Carlson Dettmann Associates requives payments to be made in five installments with an initial payment
of 85,000 upon acceptance of this proposal. Subsequent payments of $5,000 will be invoiced at 30 day
intervals for the next three months with final payment invoiced affer CDA has delivered our draft final
report.

Carlson Dettmann Associates (1c Page 10 of 12
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V1. Carlson Dettmann Associates yic ~ Qualifications and References

CDA offers as its qualifications the following:

e Over 50 years' experience in providing consulting services to leading pubtic and private organizations
in the Upper Midwest. '

e Over 50 years' experience directing and conducting surveys of current salary patterns on a local,
regional and national basis. In addition, CDA has access to other quality surveys conducted on both
regional and national bases.

e CDA's concern for attention to client needs during its assignments. A distinctive characteristic of
every assignment is the involvement of client persormnel and the communication of programs once
they are completed.

s  Emphasis in developing programs and sysi:ems which are easily understood, implemented,
communicated and maintained.

s Expertise of CDA consulting staff that has been gained from numerous classification and pay study
consulting assignments conducted for public and private institutions.

Carlson Dettmann Associates 1ic Page 11 of 12
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CARLSON
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CONSULTING

Augist 10, 2004

Ms Claudetta Wright -

Vice President of Human Resources
OIC -GM

3353N Dr. Martin Luther King, Jr. Drive
Milwaukee, WI 53212

Dear Claudetta,

Congramiatlons on your decision to proceed with the compensation study as outlined in our proposal
dated July 29, 2004. We are very pleased you have selected Carlson Dettmann to assist you with this
important project, '

Pursuant to our conversation of August 9, 2004, I wish to take this opportunity to explain our billing
process, and give you assurance that we will tie our invoicing activities with the achievement of important
project deliverables. Per our proposal and agreement, OIC-GM will be invoiced in 5 equal installments,
§5.000 each, starting with the project inception, invoices two through four will follow on 30-day
intervals, and the final invoice will be provided upon delivery of our project report. Expenses (and they
should be minimal, consisting mainly of mileage to an from our offices in Madison) would be included in
invoices two through five. As the Progect Director, I will take care to note on each i nvoice the work that
has been accomphshed as of tha mvowe date, so you may track our work progress and compare to the
tlmelme agreed to at project inception.

Please conﬁrm our engagement by signing and returning a copy of this letter at your earliest convenience.

Thank you for your confidence in our firm. Ilook forward to meeting with you and Harriett Johnson on
Thursday, August 12, at 1:30 p.m., so we may begin this most important study.

g ;
“~Eor-Earlson Dettmann Consulting

F{&éC-GM

Carlson Dettmann Consulting, Division of Survey Research Associates LLC
1240 Deming Way, Suite 301, Madison, W1 53717
Tel: 608 662 8187; Faxc: 608 662 8181; email: sdettmann@salaries.com
OIC-GM_Agreement. 8_10_(.doc
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STATE POSTPONES ITS DECISION ON OIC'S FATE; Gov. Jim
Doyle and his top aides face a daunting game of musical chairs
among Milwaukee's welfare reform agencies, as they ponder
replacing an errant Wisconsin Works contractor with another flawed
firm. Or bringing in a new W-2 player. Or standing pat and hoping for
the best. By Steve Schultze, MILWAUKEE JOURNAL SENTINEL
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T0: Carol, Jennifer

FROM: Karen
Re: OI1C- GM Summary of Letter Report
Overview:

Largest provider of W-2 services
Awarded contracts totaling $231.5 million since 1997
Audit of OIC-GM undertaken as part of comprehensive W-2 audit
Relationship with other companies
o Complex
o Include subsidiary, affiliates and ownership interests in other organizations
o OIC-GM paid these companies at least $2.1 million
o Potential for OIC-GM and associated organizations to financially benefit through
noncompetitive subccntracts
» LAB questions $421,200 in state and federal funding paid for legal services
o $308,000 questianable work ;nadequate y supported
o - $113,200 paid to an officer of OIC-GM not allowed under federal regs.
o 3339 700 paid for. teiecemmumcatlens in 2&02—93
e $1.2 mﬂ onin expendztures for transactions
o '$6,900 charged to W-2 program unallowable
o $86,400 questionable because excessive, extraordmary oF unnecessary o
agency operations
. 1967 OIC-GM established
o Community training and development corporation
o Private, not-for-profit
o 3/97 DWD selected OIC-GM and 4 other private companies to deliver services
in Milwaukee County under W-2 program
..o Milwaukee County divided into 6 regions and contracts :
o -5 contracts since 1997 total value of $231.5 million . P
o Since 1/04 provide service to approximately 50% of W—Z partacrpants ;n
Milwaukee County or 40% of total Wi caseload
« Joint Audit Committee approved request to audit of OIC-GM
o Letter report we have now is limited to financial review
o Full report next year will snciude a re\new of O!C»GM performance in serving W-
2 participants _ _
o Separate report because
= Questions — has all state, federal and local funds involved in illegal
kickbacks scheme and several individuals convicted of felony conspiracy
with misappropriation of state and federal funds
= Concerns raised about appropriateness of expenditures made with public
funds
»  §/04 DWD required OIC-GM to complete a corrective action plan to
improve financial performance because DWD concerns:
« Allocation of administrative costs
+ Specificily of retainer agreements with attorneys
* 2/04 DWD told OIC-GM have to use an accounting firm selected by DWD for 2003
financial audit.
Revenue and Expenditures:
e 3/97-8/08 $2.4 million
e 9/97 -12/99 $57.2 million
e 1/04 — 12/05 $84.4 million




s OIC-GM 2003 financial audit not complete attime of review
e OIC-GM also received funding for
o DOA - weatherization assistance
o DPI - food programs for kids '
o Milwaukee County/City of Milwaukee - community development arzé
;mpr_cvement programs
« 1998 through 2002 (some.not this same range — see each bullet)
o 71.1% increase salaries and fringe
104.7% increase participant training, food and support services
93.5% increase in materials and supplies
In 2002 exgendltures exceeded revenues — obtained short term loans from local
banks
Staffing
= 178 (98) to 316.('02) say increase because staffing other programs
»  9/04 14 staff pau:i $60, GGO or more annually (4 of them paid over
$100,000) -
= Doesnot ;nciude Carl Gae saiary because he: res:gaed 8/04 — convicted
" of felony conspiracy. charges =
= in’03 Mr. Gee's salary was $202, (}20 $1 55, 700 pald wzth W-2 funds
= DWD unable to locate staffing plans submitted by W-2 agencies for 02~
03 contract pemd but provided staffing: plans for 04-05 contract period
» 04-05 contract period: 197 FTE supported by W-2 program
» Average 29.7 participants per FTE staff person
« OIC-GM has more participants per FTE staff than Maximus and
Umos
» Higher ratio of participants to staff DOES NOT necessarily
indicate lower level of service.
0. .-Matenals and Supplies.
ST Increase because weathenzainen matenais purchased i o
e Expenditures for participant cash benefit payments declined by $3.5million
because number of W-2 participants receiving cash benefits declined from 'S8
to ’02. _
o OGregions - .
o 3 OIC-GM.
o 2Maximus. -
o 1Umos. '
s Information collected by DWD is inadequate because it: (Recommendation on this —
page 8)
o Is limited to anticipated, rather than actual, staffing levels;
o Does not provide uniform information on the type of staff hired, including
administrators and direct service providers; and
o Typically does not include administrative staff, such as accountants and
procurement specialists, who support W-2 operations but whose salaries are
charged as indirect costs.
RECOMMENDATON: We recommend 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 confract year.

o Q0
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Associated Gggamzatmns
s Page 9-10 flow chart and description of subsidiaries and affifiated organizations

e 10/04 OIC-GM hired Tyrone Dumas to take over interim president — annual salary
$165,000 {former MPS employee) — He has been invited to speak in addition to DWD.

Payments to Related Organizations
e ldentified $2.1 million payments OIC-GM made to subsidiaries and associated
orgamzatfens
« Not able to identify payments that OIC-GM charged to W-2 program as indirect costs.
o Estimate 02-03 indirect costs totaled at least $4 million and $123,800
represents payment to Garfield Foundation.
o Not improperthat affi hates providing services using state and federal funds but must
be: :
o Reasonable
o Needed for agency performance and operations
0 Adequately documentation- -
Overiappmg eadersh;p potent;ai for benefit ihrough noneompet;tsve subcontracts

COSTS

1. Legal Semces

2. Leased Space

‘3. Telecommunications

Leqal Services Expenditures
e 11/03 US filed charges

o Mark Sostarich, atty
o Gary George, kickback
. o Carl Gee — defrauded state
" Richard Porter also paud legal services ST
'E)escr;phon of contract terms with attorneys: “In ongcmg bus&ness corporate and other' '
legal matters”
2004 ended use of in-house legal counsel
Used retainer/per month fee because felt cheaper given amount of legal work needed.
Page 16 shows rates pasd to attorneys
10/04 DWD niotified OIC-GM provide documentation showing all of its legal retainer
agreements amended to explicitly state number of hours anticipated to be worked and
the type of legal services to be provided each month.
o LAB estimates that state and federal W-2 program funds paid for $667,283, or 60.2%
of OIC-GM's total legal costs
LAB guestions payments to Sostarich and Porter under federal regulations
8/04 DWD disaliowed $215,997 because inadequate documentation for these services

.

*» & 5 @

o LAB estimates from 97-03 payments of $307,984 made to Sostarich for questiocnable
work inadequately supported {recommendation on this - page 19)
RECOMMENDATION: We recommend the departments of Workforce Development,
Administration, and 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.

« LAB will work with other agencies to ensure they have adequate info




+ Believe legal services paid to Pcrter whne chaired OIC-GM board are unaliowable
under. federak regulations :

« LAB estimates state and federal funds used to support payments for legal services
totaled at least $113,200. (recammendat:cn on this — page 20}
RECOMMENDATION: We recommend the departments of Workforce Development,
Administration, and Pubhc Instruction require Opportunities Industrialization Center of
Greater Milwaukee, Inc.; to reimburse the. State for $113,200 in state and federal funds
used to support payments to Richard Porter since 1999 and that they no jonger fund
legal serwces pmwded by Richard’ Perter while he is an officer of the corporation.

Leased sgace
» 9 properties leased (page 21)

 Estimate in 02-03 contract period $11 4{30 paid with W»Z funds for executive office
space owned by former president
¢ OIC-GMleased far more than Max:mss and Umcs but has admzn;stratwe responsibility
~ for 3 of 6 regions. '
. Rent per square fect for O!CMGM space iower ihan other i:wo aganc:zes

: Teiecommumcatmns _ '
« Costs include expeadstures for focal, k}ng distance and ceilz.ﬂar
» OIC-GM substantially higher telecommunications expenditures than other W-2
agencies.
o OIC-GM spent 66.1% more than Maximus

. Dfspartty in telecommunications expenses — more attention-paid to limiting
unneoessary or excessive teiecommamcatuons costs. {recommendation on this — page
23)

- REC’MMENQAT!ON We reaommend the ﬂepartment of Womfort:a Develepment as

part of its ongoing f:scal monitoring efforts, closely review the telecommunications
expenditures that agencies charge the W-2 program and the procedures W-2 agencies
use for aiiacatmg teiecammumcatmns sasts across programs

s Used DWD W—2 financial manual to tesi GiC-GM appro;mateness
« Cost reasonableness points — page 24 '
¢ Reviewed 303 transactions ($1.2 million) — quesi:oaed 24 transactions

» Unallowable costs identified $6,930 (recommendation on this — page 25)
o $5,532 payments to consulting service related to Workforce Investment Act {not
W-2)
o $1,118in bank fees for checks written with insufficient funds
o Late charges totaling $145 paid to a vendor that rents copier machines to oiC
o $135 paid to City of Milwaukee for towing charges of a van to transport W-2
partic.
RECOMMENDATION: We recommend the Departiment of Workforce Development
require Opportunities Industrialization Center of Greater Milwaukee, Inc., to repay
$6,930 in unallowable costs

« Expenses inappropriate if they are excessive, extraordinary, unnecessary to agency
operations, or not supported by adequate documentation.



« Question potential unallowable $86,375 in costs. (recommendation on this — page 25)

o $75,100 sponsorship of programming at local radio station

o $9,015 editing OIC-GM'’s response to DWD's request for proposals

o $1,900 excessive payments for van transportation to W-2 participants by a

subcontractor

o $360 in retail supply purchases — no invoice or receipis found
RECOMMENDATION: We recommend 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.

Advertising and Information Expenditures
e 7100 audit report raised concerns about large advertising and information expenditures
« OIC-GM's expenditures were more than 9 times the average for the other 3 agencies
« 02-03 contract period: 92.1% ($75,100 of $81,523) spent was related to sponsorship
or programmmg on a local radio station
- $40,650 paid to local radio station
o . $34, 450 Word Warriors — 2 hour talk show
= $650 weekly broadcast “keys to W-2" — 2 hour program — W-2 seldom
discussed
¢  W-2 is.an employment program intended to assist participants in achieving self
sufficiency through employment — does not appear radio programs’ content sufficiently
targets purpose of W-2 or justifies expenditure (recommendation on this — page 28)
RECOMMENDATON: We recommend 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
expend;tures are necessary to the program’s administration, and place limits in future

- _contracts on the amount of advemsmg and information expenditures that agencies are

allowed to charge to the W-2 program

o [ast page of report is a table of unallowable and questionable costs.



