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ADMINISTRATIVE SALARIES AND STAFFING
IN TECHNICAL COLLEGE DISTRICTS

staff and determine salaries. In fiscal year'(FY) 1996-97, the districts spent $63.4 million to
compensate 787.4 full-time equivalent administrators. This figure includes salaries and fringe
benefits paid to senior administrators, such as technical college presidents; other professional

administrators and supervisors, such as directors of admissions and student development; and |
faculty with assigned administrative responsibilities, whose teaching time is counted separately.

Compensation of Senior A’&hﬁnis_t_ratets Varies Significantly Among Districts -

We examined FY 1996-97 S'alafy information for four -Sénibr—l_gvcl administrative positions in the
Wisconsin technical college districts: the president or chief executive officer, the chief academic

~ officer, the chief business affairs officer, and the chief student affairs officer. The salaries of district

In addition to salaries, senior administrators—particularly technical college presidents—receive
a variety of fringe benefits that other district staff do not typically receive. The value of these
expanded benefits also varies significantly among districts. In FY 1996-97, 15 districts provided
their presidents with an automnobile or a vehicle allowance, the value of which ranged from $8,640

to $1,268. Eight districts provided their presidents with tax-sheltered annuities, which ranged in

value from '$10,GOG_£0’_$1,5_GD,' and two districts paid their presidents bonuses: one was $5,000, and
the other was $4,000. In addition. several districts provided their presidents with enhanced
retirement benefits, paid health insurance after retirement, and paid sabbatical leaves.

“Overs

For More Information Contact the Legislative Audit Bureau
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Total Administrative Salaries Have Increased

From FY 1991-92 through FY 1996-97 -average salary increases for senior and other professional

" administrators, supervisors, and faculty working in assigned administrative capacities were higher at
Wisconsin technical colieges than increases nationwide. Nationally, hourly administrative salaries at
public colleges and universities increased 17.1 percent; the Wisconsin technical college districts
showed an average increase of 22.3 percent, However, administrative salaries increased at different
rates among the districts: in 4_Wisc0nsm districts the increase was less than or similar to the
national rate; in the remammg' 12 districts it cxceeded 20 perccnt and in 3 of these it exceeded

30 percent.

Salary increases were lower for administrators: than for faculty and other staff The average rate of
-increase: was 25. 3 percent fcr faculty in Wxsconsm techmcal coliegc dzstncts and 26.1 percent for
.Suﬁif" e e . : .

Adrmmstratlve Posatmns Inereased Whﬂe the Number 01‘ Students and Facnlty Decreased

Aithoagh achmmstratwe staffmg 1evels vary substannally among the chstrxcts, the number of
administrative positions increased 4.5 percent overall from FY 1991-92 through FY 1996-97. The
number of full-time equivalent students decreased by 10. 5 percent during the same period, while the
number of faculty decreased by 2.1 percent. Five districts reduced the number of administrators by
10 percent or more; five other dzstncts zncreased thc numbcr of admlmstrators by more than

10 percent SERTRGTE  t : -

Dlstrict Boards Need Mare Informatmn On Salarles and Staffing

The Wxsconsm Technzcal Coilege System Bc)ard coiiects saiary and staffing data to help dctcrmme
the amount of state aid for each district, and this information is provxded to the districts, However,
the Wisconsin Technical Ccilege System Board has not analyzed and repoited system-wide: salary
and staffing information‘in a way that could help local districts understand how their staffing and
salary decisions compare to those of other districts or the system as a whole. Because such
information has not been available, the local boards have not determined whether variances:are the
result of differences in orgamzatmnal structure, geographac area educaucnal pmgrams cost. of
living, emoilment or ozher facters ' o

To facmtate cnmpansens of current saianes and stafﬁng levels am::};:wr dxsmcts, as, weil as. saiary and

staffing trends, we have recommended that the Wisconsin Technical College System Board
regularly prowée local ézsmct beards w;th addztzonaj managemem znformatwn =

ek
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FROM: Kate Wade o v
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SUBJECT: Report 03-4: An Evaluation of the Milwaukee Area Technical College District

Enclosed is our evaluation of the Milwaukee Area Technical College District (MATC), as requested
by Senator Alberta Darling. MATC is the largest of the 16 technical college districts in Wisconsin,
with 12,504 FTE students, 1,944 FTE staff, and operating expenditures of $152.0 million in

FY 2001-02. The audit request focused on financial management of the district, which had a

“negative outlook™ attached to its debt rating in December 2001. c

“We reviewed a number of financial indicators and found that while the district addressed projected
deficits and ended the year with a small surplus, significant challenges remain. For example; -
aithough the negative outlook was removed in December 2002, MATC is at the mill rate limit for its
property tax levy and is thus dependent on property value growth to generate additional revenue from
' this source. Furthermore, while MATC is concerned about the equity of the state.aid formula, the
stateaid received per FTE student is 15.7 percent above the statewide average, and MATC is third
 among the districts in state aid as a percentage of operating costs perstudent. o

We address the district’s financial management on several fronts, and make several recommendations
for improvement, including complying with district policy requiring full cost recovery for specialized
training contracts. In addition, we recommend MATC improve the management of its enterprise
activities to climinate property tax subsidies, which have totaled more than $1.2 million annually
since FY 1999-2000. MATC’s business incubators, known as the Milwaukee Enterprise Centers,-
merit special attention by the Board to determine their costs and benefits and to track their: -
performance in creatinig jobs and graduating tenants. We also include recommendations for
reviewing of the use of consultants and ensuring there is clarity in the roles and authority of the

' Board and the president on personnel matters. et Sl

Employee wages and benefits were of concern to Senator Darling, We found that wages paid to
represented staff at MATC, as well as recent salary increases, are higher than at comparable districts.
MATC achieved significant changes in its health care plans, but by agreeing to forego additional
changes until 2007, it may be limited in its ability to control future cost increases. The report also
discusses a number of issues related to the operation of the district board and its governance of
MATC. ' '

The report is scheduled to be released on Wednesday, March 12 at 9:00 a.m. Should a hearing be
scheduled, we will provide you with a list of individuals to be notified.
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The leaukee Area Tecl’mxcal Coilege (MATC) District is the largest
district in Wisconsin’s technical college system. In fiscal year

(FY) 2001-02, MATC enrolled 12,504 full-time equivalent (FTE) students
and employed 1,944 FTE staff Its FY 2001-02 opexatzng expendxtures
totaied $152 0 mﬁhon '

Dunng FY 20614)2 MATC expenenceé s1guﬁcant fmancm} dxfﬁcultles

In response to an. a.ntmpated general fund deficit of $3.5 million,

| sdggtgd msﬂtat!om. Moody's Investors Service attached a ’ negatwe outlook” to MATC’s

debt rating in December 2001. As a ‘result, some legislators and mem-
bers of MATC's Board of Directors raised concerns about MATC's
financial management and govemance. Therefore, at the direction of

the }omt Leg:s},af:zve Audxt Committee, we analyzed

= MATC’S fmanaal staius

. fmancxai management issues, mcludmg management of revenue
sources such as training contracts and enterprise activities, as well
as compensation for ad.numstrators and contracting for professional
services;

» employee wages and benefits, mcludmg those negotiated dumg the
2001 collechve iaargauung process; and

» MATC’s governance, including adherence to state statutes .and the
Board's policies.

s State of Wisconsin
| B B




Financial Indicators statutory mill rate limit of $1.50 per

$1,000 of assessed property Valu,e
In FY 2001-02, local property since FY 1990-91. Therefore,
co o) taxes provided nearly half of MATC must rely on growth in
Key Facts "MATC'’s operating reventies. State  property values to gain additional
aﬂd Fmdmgs grants and aid were another = ' operating revenue from property
- -19.8 percent, and tumon and fees' taxes o
MATC has bath the largest were 15 7 pez'cent o
enrofiment andthe largest = | T R ~MATC officials have expz‘essed _
“budget of Wisconsin’s ~ concern about declining general
technical college districts.. " state aid levels. Aid to the dzsmct _
LT e 0 » | has declined. However, _ '
InFY 20.;0.%_0&?{:@;2@&&@-. \ FY 2001-02, MATC was third
SIS RIS *-among the 16 technical colle .
: $152.0 milfion.. - dxsmc;gts in general state mdeagsea
egatfve outfook” was | per centage of operating costs per

FTE student. The State prov;éed

hed to MATCs debt
attac 0 MATC's debt . '$2,149 per FTE student, which was

rating in December 2001

“but-removed in '_ : 15.7 pe:cent more than the state—
December 2002 R w1de average :
Other revenue sources'were
MATC receives generai state: enterprise activities such as the
. aid equivalent to $2,149 per -~ bookstore, food service operations, [~
- FTE student, The statewide . . and child care centers; speaahzed R
average i5$1,857. - |.  training contracts with local =
'_ - businesses, government agenc:es, .
" IM":"TCd"e’ notccmpbf W’th:_'_-_- | - school districts, and nonprofit ©
_itspolicy of recovering - | . roanizations; ami federai grants
100 percent of costs assocl- . |
ated with specialized and aid.
tmmmg cont:acts '
- Aiﬁwugh its ﬁnanaal status has
Enterprise activities requ:red improved since Décember 2001,
: nearly $1.4 million in and steps have been taken'to
property taxlevy supportin - - |- . reduce costs; MATC faces chal- | _
FY 20071-02. Ienges over the Iong term. . : : :. o
: SRR Finan_cia_lManagement -
in 2002 ’64 4percent0f : . . Foz examp}_‘e’: itcannot .raise : R ' . S
MATC instructors earned additional operating revenue by~ The negative outlook attached to
more than $76,000, and . increasing property tax rates MATC's debt rating was removed
12.0 pe rcent;eamed more because it has been at the® - in December 2002 Howevex,
an $100,000. _ R : _ .
IRt : management decisions and policies
MATC’s health care costs are
projected to increase

15.7 percentin FY 2002-03.




in several areas may reduce
MATC's ability to i improve its
ﬁnancxal status in the future.

For example, the fees MATC

. charges for prov:ldmg spmahzed
_ training to businesses and others
- do not cover its costs. This is a
violation of district policy and has
resulted in average annual losses of
$468,196 from FY.1997-98 through .
FY 2001-02. We include a recom-
mendation for MATC to.comply

io trammg conﬁ'acts

Enﬁerpnse achvmes such as
MATC'’s bookstore, food service

- dperations, and child care centers.

- are generally expected to generate.
. 2nough aggregate revenue to cover
their costs. However, property tax
subsidies have been required to -
sover losses in these areas over the
sast five fiscal years. In FY 2001-02,
subsidies totaled nearly $1.4 million. -
We include a recommendation for
MATC to eliminate ‘property tax-
subsidies for 1‘!:5 enterpnse acttvmes

MATC also operates two busmess
ncubators to promote economic |
ievelopment in the Milwaukee .
wea. The Milwaukee Enterprise
~enters have lost more than
5257,000 over the past five fiscal -
rears. Complete information about
heir financial status has not been
srovided to MATC’s Board of .
Directors. We include recommenda-
ions for MATC to evaluate the

with its cost recovery policy related r

_costs and benefits of the centers .

and to track key perfomlance
znchcators :

MA'I’C conmmes to contract for

- legal, public relations, and lobbying
..services although it has hired. .

senior administrators at above-

‘market salaries with responsibilities

in these areas. Other contracts for
_professional services may have

_been avmdable considenng the
MA’

| Employee Wages

Instructor salanes are iugher at
MATC than at selected Wisconsin. -
technical college districts. For -
exampie, as.of -January 2003,
the maximum instructor.

at MATC is $78,27§. That is .

6.7 percent higher than the maxi-

mum instructor salary at Madison
Area Technical College, which has
the second-highest instructor

~ salary levels among selected

Wisconsin technical college districts.

- MATC’s most recent collective

bargaining agreements. included
higher salary increases than were
budgeted by the administration.
The two-year agreements provide
annual increases of 4.0 percent in
both FY 2001-02 and FY 2002-03.

| i !ed in hght of exist:
__ mg staff- resmurces

Employee Benefits

In an environment of rapidly

- increasing health care costs, MATC

officials separated health care plan
changes from coliective bargaining

. discussions in November 2001. The

4.0 percent annual salary increases

were predicated on achieving zero -

percent growth in health care costs
in the two-year agreements cover-

- ing FYs 2001-02 and 2002-03.

However, MATC was u;nable to
control health care costs to that
degree, and health ‘care costs

_instead are projected to increase by

15.7 percent, or from $16.9 million
in FY 2001-02 to an estimated
$19.5 million in FY 2002-03.

In October 2002 MATC and its
unions reached-agreements for

significant health plan changes - *

that include deductibles and co-
payments. However, further

. - changes. to MATC’s health plans
. .cannot be pursued until July 2007

without the unions’ agreement.
This could limit MATC's ability to
adjust health plans if costs con-
tinue to increase rapzdiy

bistrlct Board Governance

In several instances, MATC’s ad-
ministration has not provided the -

- ‘MATC Board with complete or~

accurate information. For example,
the Board was not informed of all
health care proposals made by
MATC’s insurer in April 2002, nor
was it given complete information
on the fiscal effects of a March 2002
administrative restructuring plan.

Mmm-ﬁlm&\mm —

]
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In addition, the Board has not
consistently complied with state
statutes and MATC pohcxes, in-
- cluding the policy requiring proba-
. tionary periods for new employees
- and statutory requirements for
. closed-session meetings. We in-
clude several recommendahons
related to MATC’s governance.

 Recommendations

Our recommendahons _a_dd.ress the:

3 __need for MATC to

M comyly w;th dmtnct pohcy

- requiring aggregate full cost
recovery for training contracts
{p- 36);

B develop and implement plans
to eliminate property tax
subsidies for enterprise
activities (p. 37); -

. B evaluate the costs and benefits .

of the Milwaukee Enterpnse
Centers (p. 41); s

H review the use of consultants,

especially in light of expanded_
internal capamhes (p. 45),

B darify the roles and auﬂld!_iiy
of the Board and the president
in personnel matters (p. 48);

M ensure that cemplete and

accurate information is
provided to the Board in a

t:mely manner (p. 61);

comply w;t’h d1stn¢:t pohcy

regarding probationary periods
for new employees (p. 62); and

'seek gmdance from the

Wisconsin: Departmeni of
Justice regardmg its use of
closed sessions. (p. 63).

The Legislative Audit Bureau is a nonpartisan legisiative service agency that assists the
Wisconsin Legislature in mmnta;mng effective oversight of state operations. We audit the
oceounts and records of state agendies to ensure that financial transactions and
management decisions are made effectively, efficiently, and in complmnce with state law,
and we review and evaluate the performance of state and local agencies and programs.
The resuits of our audits, evaluations, and reviews gre submitted to the Joint Legisiative

Audit Committee.

Legislative
Audit
Bureau
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LEGISLATIVE AUDIT BUREAU

The Bureau is a nonpartisan legislative service agency responsible for conducting financial and

- program evaluation audits of state agencies. The Bureau's purpose is to provide assurance to the
Legislature that financial transactions and management decisions are made effectively, efficiently,
and in compliance with state law and that state agencies carry out the policies of the Legislature and
the Governor. Audit Bureau reports typically contain reviews of financial transactions, analyses of
agency performance or public policy issues, conclusions regarding the causes of problems found,

and recommendations for improvement, . .-

Reports are submitted to the Joint Legislative Audit Committee and made available to other committees
of the Legislature and to the public. The Audit Committee may arrange public hearings on the issues
identified in a report and may introduce legislation in response to the audit recommendations.

~ However, the findings, conclusions, and recommendations in the report are those of the Legislative

 Audit Bureau. For more information, write the Bureau at 22 E. Mifflin Street, Suite 500, Madison, W1 -

" 53703, call (608) 266-2813, or send e-mail to Leg. Audit.Info@legis.state.wi.us. Electronic copies of current
reports are available on line at www.legis.state.wi.us/lab/windex.htm.

State Auditor - Janice Mueller

Audit Prepared by

Kate Wade, Director and Contact Person
Kellie Monroe
David Bajldewicz
Tim Coulthart
Thotnas Osmanski = 70
Conor Smyth
~Robert Sommerfeld




CONTENTS

Letter of Transmittal 1
Report Highlights T O ST ;
Introduction 9
Technical College Governance 9
Student Enrollment and Graduation Staﬁsucs 12
Reventues and Bxpendltures ' 14
Staffmg - = : 16
Financial !ndiéators 19
Debt Rating 19
Cost per FTE Student 22
Property Tax Revenue 23
State Aid 26
Reserve Funds 28
:-Fmaﬂcua! Management S T B . G 31 |
Tramg Contracts 31
Enterprise Activities 37
‘Milwaukee Enterprise Centers 38
Acimxmstmters Compensation 42
Contracts for Professional Services 44
Administrative Orgamzatmn 45
Employee Wages and Benefits 49
Wage Increases for Represented Employees 50
Health Care Benefits 53
District Board Governance 59
Election of Board Officers 59
Provision of Information to the Board 60
Contracts for New Employees 61

Use of Closed Sessions 62




Appendices
Appendix 1-~Map of Wisconsin Technical College Districts
Appendix 2—General State Aid for Technical College Districts
Appendix 3—Health Care Contracting Time Line

Response
From the Milwaukee Area Technical College District




State of Wisconsin \ LEGISLATIVE AUDIT BUREAU SANCE MUELLER

2¢ B MIFFLIN 8T., STE, 500
MADISON, WISCONSIN 53763
(608) 266-2818

* March 12,2003 | FAX (608) 267-0410
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Senator Carol A. Roessler and

Representative Suzanne Jeskewitz, Co-chairpersons
Joint Legislative Audit Committee

State Capitol

Madison, Wisconsin 53703

Dear Senator Roessler and Representative Jeskewitz:

As requested by the Joint Legislative Audit Committee, we have completed an evaluation of the
Milwaukee Area Technical College (MATC) District. During fiscal year (FY) 2001-02, MATC
enrolled 12,504 full-time equivalent (FTE) students, and its total operating expend.itures were
$152.0 million. It received $29.2 million in general and categorical state aids, in addition to
revenue from local property taxes, tuition and fees, and contracts to provide specialized
training.

Uncertainty about MATC's financial status led to the attachment of a “negative outlook” to
its debt rating in December 2001, in part because of a projected general fund budget deficit of
$3.5 million. The district was able to eliminate the deficit and ended FY 2001-02 with a surplus
of $784,000. Because of the surplus and the level of reserve funds the district was able to
maintain, the negative outlook was removed in December 2002. However, MATC will need to
- continue to monitor its financial condition, including its management of employee health care
‘costs. In October 2002, MATC signed-an agreement with its unions that achieved sxgmfxcant
health care plan changes intended to control costs. However, to achieve union acceptance,
MATC signed agreements with its unions to forego further plan changes until mid-2007.
These agreements could limit MATC’s ability to address future health care cost increases.

We also examined the operations of MATC’s nine-member Board of Directors, which is
appointed by local school board presidents. We include a recommendation that the Board
seek guidance regarding its use of closed sessions, as well as a number of recommendations
to ensure compliance with state statutes and its own policies. In addition, we include
recommendations to improve the information provided to the Board in making its governance
decisions.

We appreciate the courtesy and cooperation extended to us by MATC staff and the Board of
Directors. MATC’s response follows Appendix 3.

Respectfully submitted,

%.fag, /?wc/z/z)

Janice Mueller
State Auditor

JM/KW /58




A number of MATC's  The Milwaukee Area Technical College (MATC) District is the
financial decisions  largest district in Wisconsin’s technical college system. In fiscal year
warrant review. : . (£y) 2(01-02, MATC enrolled 12,504 full-time equivalent (FTE)
dents and’ empioyed 1,944 FTE staff. Its FY 2001-02 operating
: 'endltures totaied $152.0 million.

lnstmctor sa, ' ﬂfes are

2301'{32 33{1ATC expeﬂmced szgm_ﬁcant financial

: uding an anticipated deficit of $3.5 million in its

ind. Moody’s Investors Service attached a “negative

o] C’s debt rating in December 2001. As a result,
iegls}atars and members of MATC’S Board of Directors raised -
concems about MATC’s financial Hmnagement and governance.

MATC agreed to forego
" additional health plan ;I:;erefoi,e? the duechcn of the }cmt Leglslahve Aucht Cermmttee

changes antil 290?

information provided
to the Board has been

" MATC"S fmancxai status
" incomplete and % "fmanmai :fnana,gement issues, mcludmg

inaccurate in'some - management of revenue sources such as training
‘winstances. - - contracts and enterprise activities, as well as
R ~ compensation for administrators and contracting
- for professional services;

* employee wages and benefits, including those
© ' negotiated dumg the 2001 ccliectwe bargaining
' process and -
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» MATC's governance, including adherence to state
statutes and the Board's policies.

Financial Indicators

In FY 2001-02, local property taxes provided nearly half of MATC's
operating revenues, as shown in Figure 1. State grants and aid were
another 19.8 percent, and tuition and fees were 15.7 percent. Other
revenue sources were enterprise activities such as the bookstore,
food service operations, and child care centers; specialized training
contracts with local businesses, government agencies, school
districts, and nonprofit organizations; and federal grants and aid.

Figure “3

Sources of Ogeratmg Revenue
(FY 2001-02)

Although its financial status has improved since December 2001,
and steps have been taken to reduce costs, MATC faces challenges

.-.over the long term. For example; it cannot raise additional operating

revenue by increasing property tax rates because it has been at the
statutory mill rate limit of $1.50 per $1,000 of assessed property

_.value since FY 1990-91. Therefore, MATC must rely on growth in

property values to gain additional operating revenue from property
taxes.

MATC ﬂfﬁciéis ﬁéve.expressed concern about declining general

state aid levels. Aid to the district has declined. However, in
FY 2001-02, MATC was third among the 16 technical college districts
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-in general state aid as a percentage of operating costs per FTE
student. As shown in Figure 2, the State provided $2,149 per FTE
student, which was:15.7 percent more than the statewide average.

Figure 2

General State Aid per FTE Student
(FY.2001-02)

318

Financial Management

The negative outlook attached to MATC's debt rating was removed -
_in December 2002. However, management decisions and policies in
several areas may reduce MATCs ability to improve its financial
status in the fumre For. example the fees MATC charges for
§ prowdmg specaahzed training to businesses and others do not cover
its costs. This is a violation of district policy and has resulted in
average annual losses of $468,196 from FY 1997-98 through

T FY 2001-02, We include a recommendation for MATC to comply

_ wa,th :ﬁts cost recovery po}lcy reiated to training contracts.

Enterpxtise activities such as MATC’s bookstore, food service
operations, and child care centers are generally expected to generate
_enough aggregate revenue to cover their costs. However, property

~ tax subsidies have been reqmred to cover losses in these areas over
the past five fiscal vears. In FY 2001-02, subsidies totaled nearly
'$1.4 million. We include a recommendation for MATC to eliminate
property tax subsidies for its enterprise activities.
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MATC also.operates two business incubators to promote economic
development in the Milwaukee area. The Milwaukee Enterprise

- Centers have lostmore than $257,000 over the past five fiscal years.
Complete information about their financial status has not been
provided to MATC’s Board of Directors. We include recommendations
for MATC to evaluate the costs and benefits of the centers and to

- track key performance indicators.

 MATE continiiés to confract for legal, public relations, and lobbying

" services although it has hired senior administrators at above-market
salaries with responsibilities in these areas. Other contracts for
professional services may have been avoidable considering the
availability of MATC staff. We include a recommendation for
MATC to review the continued use of consultants and ensure these
costs are justified in_Iight of existing staff resources.

£mp!oyee Wages

Instructer saiarzes are hlgher at MATC than at selected Wisconsin
techmcal coliege districts. For example, as of January 2003, the
maximiim instructor salary at MATC is $78,271. That is 6.7 percent
hlgher than the maximum instructor salary at Madison Area

] Whlch had: the second~l’ughest mtructor salary

g S
. most recent ceﬂectme baxgammg agreements included }ugher salary
_increases than were budgeted by the administration. The two-year
“agreements ‘provide annual increases of 40 percent inboth
FY 2001-02 and FY 2002-03.

~ Employee Benefits

TInan envuonment of ra;:ndly mcreasmg health care costs, MATC
officials separated health care plan changes from collective
ba,rganung discussions in November 2001. The 4.0 percent annual
salary increases were predicated on achieving zero percent growth

" inhealth care costs in the two-year agreements covering FYs 2001-02
" and 2002-03. However, MATC was unable to control health care
costs to that degree, and health care costs instead increased by
'15.7 percent, or from $16.9 million in FY 2001-02 to an estimated
$19.5 million in FY 2002-03.

‘In October 2002, MATC and its tnions reached agreements for

" significant health pia:n changes that include deductibles and co-

" payments. However, further changes to MATC's health plans cannot
be pursued until July 2007 without the unions’ agreement. This
could limit MATC s a’mhty ta ad]ust health plans if costs continue to

" increase rapidly.
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District Board Governance

In several instances, MATC's administration has not provided the
MATC Board with complete or accurate information. For example,
the Board was not informed of all health care proposals made by
MATC’s insurer in April 2002, nor was it given complete
information on the fiscal effects of a March 2002 administrative
restructuring plan. In addition, the Board has not consistently
complied with state statutes and MATC policies, including the
policy requiring probationary periods for new employees and
statutory requirements for closed-session meetings. We include
several recommendations related to MATC's governance.

Recommendations
Qur recommendations address the need for MATC to:

M comply with district policy requiring aggregate
full cost recovery for training contracts (p. 36);

M develop and implement plans to eliminate
property tax subsidies for enterprise activities
(p. 37)

M evaluate the costs and benefits of the Mx,lwaukee
- Enterprise Centers (p 41 L)

B review the use of consultants, especially in light
of expanded internal capacities (p. 45);

Fl clarify the roles and authority of the Board and
the president in personnel matters (p. 48);

B ensure that complete and accurate information is
provided to the Board in a timely manner (p. 61);

M comply with district policy regarding
probationary periods for new employees (p. 62);
and

&

seek guidance from the Wisconsin Department of
Justice regarding its use of closed sessions (p. 63).
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* Technical College Governance

Student Enrollment and Graduation Statistics
Revenues and Expenditures

Staffing

The WTCS Board
develops statewide
policies and standards.

The MATC District includes all of Milwaukee County, most of
Ozaukee County, and portions of Washington and Waukesha
counties. In addition to associate degrees in 67 fields of study and
technical diplomas in 39 fields, MATC offers non-degree courses in
adult basic education, English as a second language, adult high

~ school, and general educational development preparation programs,
-+ aswell as community enrichment courses. A total of 58,864 students
“took at least one course in FY 2001-02, when 12,504 FTE students

were enrolled.

MATC JS ene Qf three: technical college districts in Wisconsin to offer
a college parallel course of study, which allows students to directly
transfer credits to many four-year institutions. MATC has four

. campuses, as shown in Figure 3, and courses are also taught at
evening centers, area high schools, and other locations,

Technical College Governance

MATC is part of the Wisconsin Technical College System (WTCS).
The system is managed through a shared governance structure
intended to ensure consistent educational opportunities and
occupational programs throughout the state. The WTCS Board sets
statewide uniform tuition and fee rates, administers state and.
federal aid, develops statewide policies and standards, and
approves the qualifications of districts” educational personnel and
courses of study. However, each of the 16 technical college districts
within WTCS is governed by its own Board of Directors.
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Figure 3

MATC District Boundaries and Campuses
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. MATC's Board of .
Directors has statutory .

authority to hire staff,

set salaries, and.

purchase facilities.and . . ..government; and citizen representation. Members are appointed by

equipment.

authority is delegated to
the college president.
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MATC's nine-member Board of Directors has statutory authority to

.~ hire staff and determine salary levels and to purchase the facilities,

equipment, and materials necessary to operate district programs. It

~is'a volunteer board 'with.emplover, employee, school board, local

school board presidents from the 21 school districts within MATC’s
boundarles

Some goveming - Statutes d&ﬁne the authom:y ef tecluucal college district boards and

allow boards some discretion in delegating responsibility to district
em@loyees As prescribed in s. 38.12(1), Wis. Stats., a technical

- =college district board has exclusive control of the college and its
- property. Under s. 38.12(3)(a)(1), Wis. Stats., the district board is

required to employ a district: director—commonly called the
president—who.is responsible for general supervision : and

S management of the college. MATC district policy vests -

responsibility for operating, maintaining, and preserving the coliege :

wz,th the pre51dent

e MATC’S Board of D:xectors pmmdes oversight to the district
~through its monthly meetings and the work of standing commiittees,
which also typically meet monthly. The Board does not have its
- own staff, but instead receives information and staff support from
-+ the administration, As a result, the Board must depend on the
- administration to provide it with the information necessary to
: make mfomed govemance deCISIBﬁS

- The sxgmﬁcam fmanaal dlaﬂerages MATC experlenced durmg
~FY 2001-02 began in June 2001, when officials projected a general

fund budget deficit of approximately $1.2 million for that year. By
November 2001, the projected general fund deficit had increased to

ol 'appm}amately $3.5 million because wage increases under cc]iectwe

o bargaining negotiations with faculty and staff completed in

* November 2001 were higher than anticipated. As a result, a
“negative outlook” - was attached to MATC’s debt rating in
December 2001 by Moody’s Investors Service. Subsequenﬁy, some

Iegwiators and members of the Board raised concerns about MATC’s

financial management decmlons In ‘particular, questions were raised
~about:

. the debt ratmg asszgneci to MATC and its level of

reserve funds;

* the cost per FTE student at MATC compared to
the cost in other technical college districts;
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- m - the effects'of the technical college state aid

-:-formula on MATC compared to other c’hstncts, i

S the process by W]mch consultants in academ;;c: emd B

- administrative posztmns have been chosen and

i scompensated;

= the process by whxch MATC has en’cered into

‘contracts with other orgamzahons to prowde

i -rentai space

L fadherence to fmancxai and persomel

' managemenf ;)ehmes estabkshed by the Board;

e * = the size of empioyee salary and beneflt ?ackages

S aathonzed by the {:ellectwe bargalmng process

We exammeci MATC’S overaﬂ fmanc;.al status the operahons ofits

- Board of Directors; and recent financial management decisions.
- In conducting our: evafiuahon, we examined state statutes and
administrative code governing the operations of technical colleges;

- reviewed WTCS Board-policies and the policies of MATC’s Board of

- Directors; analyzed MATC’s financial and management information;

interviewed members of the MATC Board, district officials, faculty,

~and staff; and spoke with WTCS Board and Wisconsin Technical

College District Boards Association officials. MATC operates

.5 . ~Milwaukee Public Television channels 10:and 36, but we did not '.
" '-'-evaiuate pubhc teiievzsmn operaﬂons as part of this audit. =

“In F}’ZDDI 02

enrollment at MA 7C was
' at a fiva year high

| Student Enrollment and
Graﬂuation Statustics

: As shown in Tabie 1, F’.{TE studen’c em'oi]ment at MATC has

fluctuated from FY 1997-98 through FY 2001-02 but is currently at its

- :hlghest pointin the fzve«year period. MATC officials attribute the
" recent 5.0 percent increase in enrollment to increased marketing and

outreach efforts, as well as to enrollment increases throughout the
technical college system since FY 1997-98. Enrollment growth tends

“to be related to dovsmtu;ms in the state economy.
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FTE' Student Enroliment at MATC

© College i o Technicalt o i : Percentage Change
Fiscal Year Parallel - :--Associate:: - Diploma. .~ Other®. ..  Total from Previous Year
1997.98 2,361 5,770 1,086 2486 11,703 -
199899 2.571 5,836 1,157 2,639 12,203  43%
19992000 2,434 . 5648 1,050 2,558 11,690 4.2
200001 2316 5825 1074 2,601 11,906 1.8

""zomwoz 2, 5'50 6,135 1,1;23 2,681 12,504 5.0

' An FTE student is emoifed in 30 credn:s per year :
2 includes adult vocational, non post-seccndary, anci communzty enﬁchment courses.

_ 'Although enroliment has generaﬂy increased, the number of
graduates generally declined before i increasing in FY 2001-02, as
~.shown in Table 2. MATC officials attribute the decline to reasons

. that mclude the strong economy in the late 1990s, which caused
some students to seek emplayment rather than finish their degree
programs

Table 2

MATC Graduates by Degree Program’

College - ~ Technical Short-term Percentage Change
Fiscal Year ?aratlei Associate .. . Diploma = Diploma Total ~from Previous Year
1997.98 76 1,311 . 348 170 1,905. . -
1998-99 63 1,070 - .. 364 . 213 LL710 . -10.2%
1999-2000 53 1,161 284 .. 179  1677. . a9
©2000-01 62 1,090 274 . 189 .. 1,615 . 3.7
© 2001-02 60 - 1,078 328 . 288 1754 . .. . 8.6

! Does not inciude adult vocational, non-post-secondary, or community. enrichment courses.
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Ray_eimes and Expenditures

MATC receives operatmg revenues from six major sources, as
shownin Table 3: =~

= property taxes, which are currently assessed at
the miaximum rate permitted by statute of -

1.5 mills, or $1.50 per $1,000 of assessed property
value, i :

| . state grani:s and a1d which mclude general and
' categoncal aid distributed by the WTCS Board, as
: weii as grants and aid from ()ther state agenczes,

o _ tu:ztion and materm}s fees pald by si:udents
. federai grants and a1d

" auxﬂlary sermces, wlruch are revenues generated
by enterprise services such as the bookstore, food
serwce G?eranons, and c:hﬂd care centers; and

S institutional revenues, whlch mclude revenue
o generated from interest earnings and specialized
“training contracts with busmesses and
orgamzatlons

Table 3

MATC:Operating Revenues'

e R _ e - ?ercéht_'ag'ﬁ"

C{Source - ~UOUFY 1997-98 0 FY 2001-02 - Change:

Property tax levy $ 58,417,002° 374,010,739 26.7%
State grants and aid? © 30,379,279 30,327,724 0.2
Tuition and fees 19,891,310 7 24,102,160 21.2
Federal grantsand aid 4,954,682 © 7,037,938 42.0
Auxiliary services 9,146,295 10,453,909 14.3°
Institutional revenues 6,860,752 7,273,598 - 60
Total $129,649,320  $153,206,068 18.2

" Does not include public television revenues.
2 |ncludes aid received from WTCS, as well as grants and aid from other state agencies.
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MATC divides opératiﬁg expenditures into six categories:

. mstructzon, Whmh includes instructor salaries,
instructional materials, academic administration
and related clerical support, and other activities
related to teaching; -

= student services, which includes costs such as
. recruitment, admissions, registration, counsehng,
'and heaith services;

w ':msi:ztutmnai services, which includes activities
that support the entire district, such.as human
resources, general liability insurance, marketing

__.and public relatzons, and accoxmtmg and genera}
S '.adlnmwtrahan, i N

" the physmai plant Whmh includes all
maintenance, utilities, publlc safety, construction,
and purchasing and receiving expenditures;

* auxiliary services, which includes enterprise
- activity expenditures; and

. ®__ instructional resources, which includes supplies
. a_md’serv;ces that directly support instruction,
_suchas hbranes and aucho«msual aid,s

L hown in Ta__ e 4 MATC’S totai operatmg expendltures
N mcreased 16.2 pez:cent from FY 1997-98 to FY 2001-02. The largest
antegory of growth was instructional resources, which grew by
28.3 percent from FY 1997-98 to FY 2001-02, or from $2.6 million
“to0 $3.4 million. Not surprisingly, expend1tures for instruction
*represent the single largest category of costs, totaling $94.1 million
in FY 2001-02, or 61.9 percent of expenditures in that year.
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' Table 4
. _. MATC Operatmg Exﬁea&itm&s?

Percentage
Category FY 1997-98 FY 2001-02 Change
Ulnstruction § 79,785,065 § 94,082,457 17.9%
Student services 14,764,457 16,369,469 10.9
institutional services - -~ - 11,585,215 - .- 13,699,997 18.3
Physicalplant© -~~~ 7 "11,836500 - 112,602,713 6.5
Auxiliary services 10,133,075 11,846,448 16.9
Instructional resources ' 2,637,773 3,383,394 283
Total 7 $130,742,085  $151,984,478 16.2
' Does not incmqg_ﬁgibﬁéfélé#igiéﬁ'_éxpgﬁa;tﬁrgs. B
Staffing

| MATC employs a wide range of staff, including instructors,
techmcxans, émnustxators, counselors, maintenance workers, and
‘food service personnel The staffing. level of 1,944 FTE positions in
- 'FY 2001-02 included part-time staff and instructor overload hou.rs
' that occur when full-time instructors develop curricula, teach
summer courses, or teach acEdztmnaI courses beyond the standard
. .workload during. the academic year. Table 5 shows staffing levels by
__employment type. There have been no significant trends in staffmg
levels from FY 1997-98 through FY 2001-02.
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Table 5
FTE Staffing Levels at MATC
FY 2001-02
Percentage

Type of Staff Number of Total
instructors, instructional supervisors, and instructional support staff 1,019.0 52.4%
Technical/paraprofessional 276.0 14.2
Clerical/secretarial 236.0 121
Administrative/managerial and professional non-faculty 163.8 8.4
Skilled crafts and service/maintenance 152.6 7.9
Student employees . 59.4 3.1
Non-instructional supervisors/coordinators 37.2 1.9

Total 1,944.0 100.0%




T et Rating
Cost per FTE Student

Property Tax Revenue

State Aid

Reserve Funds

Moody’s attached a
“negative outlook” to
MATCs debt rating in
December 2001,

Two szgmﬁcant fmanmal mcimatorsWMATC’s debt ratxng and 1ts
 cost per FTE studeniware in the middle of the range for Wisconsin's
N - technical coﬂege d:si:ncts Neverti'leiess, MATC faces fman(:la}
challenges over the long term. The most significant challenges
mclude

: proy eve ":I,:whmhareﬂme
largest souxce of fundmg fcr tecimzcal college

:"_dlsmcts’ : &

B " :.dechnmg state aids, which result, in part, from

) recent reducﬁons m MATC’S a},ciable costs; and

. ; . 'devek}pmg addﬁzona}. reserve fund balances to

_buffer the distnci: agamst unexpected cost
. mcreases cr revenue loss '

' MATC issueé debt for bﬂﬂ’nshort— and 1011g~tenn financial needs.

Its debt rating has remained stable at Aa2 since 1997, although a
negative outlook was attached by Moody’s Investors Service in
December 2001. In assigning the negative outlook, Moody’s cited
several factors, including:

19
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MATC’s debt rating is in
the middle of the range
*“for Wisconsin technical

" cotlege districts.

*  MATC could not generate additional property tax
revenue for operations by increasing the mill rate
because it was already at the statutory maximum
rate;

»  MATC’s total general fund balances had declined
over the past several fiscal years;

= the district projected a deficit of approximately
$3.5 million in ifs general fund budget for
FY 2001-02, which Moody’s noted was largely
driven by salary costs associated with new
collective bargaining agreements signed in
November 2001; and

because of its inability to generate additional
property tax revenue, MATC faced challenges in
ensuring long-term structural balance in its
financial operations. o

MATC’s debt rating is in the middle of the range for Wisconsin’s

 technical colleges, as shown in Table 6. This debt rating is also better
than those of other selected public entities: currently, Milwaukee
“County and the State of Wisconsin both have Aa3 ratings.

The MATC Board adopts a buéigéf for a fiscal year that runs from

. July 1 through June 30, but it does not establish a property tax levy

" until October, after it receives property value information from the

" Department of Revenue. Because of higher-than-projected growth in

property values, the Board’s FY 2001-02 total property tax levy for

operations and debt service was $101.2 million, or $3.3 million more
than its June 2001 estimate of §97.9 million.

Other increases in revenue, such as increased tuition from the

5.0 percent growth in enrollment, resulted in a total revenue increase

of $4.0 million. However, wage and health care cost increases
negotiated by the administration and MATC’s unions totaled more
than that amount. In October and November 2001, the Board
approved budget adjustments reflecting those increased costs.

“UMATC’s general fund budget deficit increased from $1.2 million, as

projected in June 2001, to $3.5 million in November 2001.
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 Table 6

Moody s Debt Rattngs for Wlsconsm ’t‘echmcal Coiiege Dastrlcts __ o

(ranked from highest to owest}

Dec:ember 2002

'lDistrict':"-. R T Rating " ]
Madison Area Aaa
Waukesha County “Aaa

Fox Valley _ Aal
Cateway R e
Nprthéast V_\fssconsin ~ Aal
Ch:ppewa \/ailey Aa2

Lakeshore g -Aa2

Mid- State AaZ.
Moraine Park - Aa2
Blackhawk® - i Aa3
 Nicolet Area _ © 0 Aa3
Y Narthcentral ERE R Aa3
Wasconsm lnd:anhead " Aa3
Southwe_st 'Wiscon_si_n Al

Western Wisconsin A

Moody’s removed the
negative outlook from
MATC's debt rating in
December 2002.

In response, MATC administrators undertook several cost-cutting
measures, including holding positions vacant and reducing travel
and other expenditures. As a result, expenditures decreased by
approximately $4.4 million, and MATC ended FY 2001-02 with a
general fund surplus of $784,000. A transfer of $600,000 in property
tax revenue from the public television fund into MATC'’s general
fund further increased general fund reserves. As a result of the
increase in reserves and elimination of the deficit, Moody’s removed
the negative outlook from MATC’s debt rating in December 2002.
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MATC's operational cost

Co's't”p_e'i? FTE Student

Individual technical coilege districts’ operational cost per FTE

per student is below the student is monitored by the WTCS Board and can be used to
statewide average and  compare districts. As, shown in Table 7, MATC’s operational cost
has increased more  per student was below the statewide average for FY 2001-02, and it
slowly than the  increased less than the statewide average over the last five fiscal
statewide average.  years.In FY 2001-02, MATC’s operational cost per FTE student was
tenth among the 16 districts.
Table 7
Operé#_ionai Cost per FTE Stuél'et_at_'_- -
| District FY'1997-98  FY 2001-02 Percentage Change
Waukesha County .$14,141 1 5,369 o 8.7%
Nicolet Area 14,572 14,815, . - 1.7
Fox Valley L1679 s 12,1900 - L 14.1
Gateway =11,758 11,708 . .. 0.4
Northcentral 11,047 11,323 2.5
Lakeshore 210,525 11,2820 00 7.2
‘Moraine Park 10,211 _ 11,202 . - 9.7
= Wisconsin ind:anhead 10324 ".__::ﬁ CAae7s s o 8s

Northeast Wisconsin

'8,784 3

Southwest Wisconsin ; skl 15.7
Blackhawk 10,462 11,003 5 5.2
Mid-State 8,897 10,516 18.2
Madison Area 8,857 10,204 . 15.2 .
Western Wisconsin 9,196 10,132 10.2
Chippewa Yalley . 9668 1003 . . 38
‘Statewide Average < 10,28 0 o 11,3300 - w2
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It might be expected that MATC's size would make its operational
cost per FTE student significantly lower than smaller technical
colleges’. However, we did not find a relationship between the
number of students and operational costs per student. Among the
five largest technical college districts in terms of FTE student
enrollment, MATC’s operational cost per student was greater than
the Madison Area Technical College District’s, but it was lower than
- the Fox Valley, Gateway, and Northeast Wisconsin technical college
d:;str;,cts costs.

o _MA’I‘C ofﬁclals asserted that gwen its size and urban setting, MATC

cannot be compared to other districts in Wisconsin, and it would be
more appropriate to compare it to similar, wwyear institutions in
other states. With assistance from Wisconsin Technical College
District Boards Assocmtmn staff, we identified six public two-year
colleges in Minois, Ohio, and M;chlgan wf:h enroﬂment levels
similar to MATC’s. However, after reviewing federal data sources
and available state budget documents and financial reports from
each institution, we concluded that differences in their definitions of
operating cost and full-time equivalency did not allow meaningful
comparisons.

Property Tax Revenue

Property tax revenue is the largest source of funding for the technical
- college system and is limited by statute. To fund operations, techmcai _
' college districts may levy pmperty taxes at a rate not to exceed -
1.5 mills for operational costs, or $1.50 per $1,000 of assessed property
value. In addition, districts may levy property taxes to fund the cost
of debt. There is no statutory:limit on the mill rate for debt funding,
but a district’s bonded indebtedness may not exceed 2.0 perceni: of its
: -equahzed property valuation. . Lo

InFY 2(}{)1—{32 MATC a:nd two other dlstnc’cs-—wSouthwest Wisconsin
and Western Wlsconsmmwere at the stamtory maximum mill rate
for operatmnal costs, as shown in Table 8. In addition, MA’Z{’C has
the second~hlghest total mﬂi rai:e mcludmg debt service.
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- Tabl-e 8
Techmcal CoElege Property Tax Mlli Rates
: -.FY 2001-02 :

o Ipistict ~ " "Operational  Debt Service Total l

Wi

- Fox Valley - : : :
“Northéentral 77 L3O 49 1.88
Chippewa Valley ~ -7 T43 0 039 1.82

" SouthwestWisconsn 150 . 028 1.78
. Blackhawk . .. . 137 .. 032 1.69
. Lakeshore. ... .. 136 . 031 1.67
COMid-State s i e 1370 o H0.28 1.65
CliGateway C 0Tt T pa3ee o049 o 1.62
Northeast Wisconsin 123 To39 1.62
Moraine Park 1.22 0.34 1.56

. Waukesha County.. .. 1.20 0.26 . 146
"MadisonArea 1.26 0.15 1.41

i Nicolet-Area o e oo s BIBL o0 1.32
S _._'_:ﬁW’sconsm ind;anhead st 09 e 2T . 1.30

: Statewade Med;an Coiqay o 32 1.66

1AL statutory limit for milt rate

' MATC has been at the MATC has been at the maximum operahng mill rate since
pmperty tax rate limit FY 1990-91, leaving the MATC Board unable to raise additional
' for operational costs ~ ‘property tax reventie through rate increases. Property tax revenue
since FY 1990-91. " for operations can therefore increase only through growth in district

property values. However, as shown in Table 9, the percentage
growth in equalized value in the MATC district has been
significantly lower than that for the other 15 districts taken as a
whole, except in FY 2001-02.
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Table 9

" Change in Equalized Property Values

CUUMATC

“Percentage -7 Non-MATC

AT _ Percentage
wiFiscal Year o0 v Equaiize_d _Vaiue.-: niChange - . fqualized Value Change
199798 340, 019,499, 903' L $188,381;861,844 -~
© 199899 41,715407,989 ' 4.2%  202,136,572,375 7.3%
""" 1999.2000 '43,555,143,706 . 44 217,528,335,766 7.6
2000-01 45,957,547,951 5.5 234,128,264,940 7.6
8.9

2001-02

.. 49,963,298,603

8.7 .. .. .255002,162,840

Although MATC's growth in property values has not kept pace with
the rest of the state’s growth, percentage increases in property tax
revenue have consmtenﬂy been higher than increases in the Midwest
" Urban Consumer Price Index (CPI), as shown in Table 10. The
largest difference ‘occurred in FY 2001-02, when property tax
- revenue grew by 8. 7 percent While the CPI rose by only 2.0 percent.

Tabie 30

' MATC Total Property Tax Revenue Compared to the Midwest Urban Consumer Price lndex o

o S L s e Percentage . Consumer Price
Fiscal Year Property Tax Revenue Increase Index
1997-98 581,025,000 . CTT7%
1998-99 83,123,000 2.6% 2.1
1999-2000 88,839,000 6.9 34
2000-01 93,120,000 © 4.8 2.7
2001 02 107,240,000 8.7

Cr2.00
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State Aid

Technical college  The State provides two types of aid to technical colleges: general
districts receive both  unrestricted aid, which may be used for any aid-eligible purpose,
general and categorical  and categorical aids to support specific programs or services.
state aid. . General state-aid is distributed according to a formula that considers
- atechnical college district’s eligible expenditures, equalized
property values, and FTE student enrollment in relation to those of
- . the.other districts. It accounts for approximately 85 percent of total
_state aid. General state aid provided to the technical college system
increased from $111.9 million in FY 1997-98 fo $1 18 4 million in
FY 20014)2 or by 5.9 percent '

Categorical a:ad consists of 16 djfferent programs; which together
account for apprommateiy 15 percent of total state aid: Statewide
technical college district boundaries are shown in Appendix 1.
General aid amounts for all tec}"zmcai college districts are shown in
Append,ix 2.

':_As shown in Tabie 11 total state aid to MATC was $29.2 million in
~ FY.2001-02. MATC's state aid decreased from FY 1997-98 through
 EY.2001-02, and it is expected to decline slightly in FY 2002-03.
_Alﬂu’)ugh several factors are considered in the distribution of state
aid, MATC's general state aid has decreased, in part, because some
other districts experienced faster growth in enrollment and
increased their aidable costs while MATC reduced its aidable costs.

Table 11

Technical College System Aid to MATC

Fiscal Year General Aid Categorical Aid .. .- Total . Percentage Change
1997.98 $29,220,200 $1,378,500 . $30,598,700 _. -
1998-99 30,123,100 1,470,900 . ... 31,594,000 . 33%
1999.2000 28,814,400 1,517,600 .- 30,332,000 .40
200001 28,565,300 1,911,700 30,477,000 0.5
©2001-02 26,872,500 2,295,200 29,167,700 4.3
2002-03" 26,851,600 1,834,000 28,685,600 4.7

' Budgeted.
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MATC ranks third-. - MATC officials have expressed concern about declining general
highest among the  state aid levels and the equity of the current aid formula, because
districts in general state  decreasesin aid-eligible expenditures reduce general state aid.
. aid as a Pef‘eﬂfﬂge of ... However, it should be noted that MATC currently receives an
operational cost per FTE . amount of general state aid per FTE student that is 15.7 percent
. —‘t“de”f- - higher than the statewide average. Purthermore, at 19.2 percent,
.. MATC ranks *thard%lghest among the districts in general state aid as
a percentage of operational cost per FTE student, as shown in
Table 12.

Table12

Generat State Ald to Techn;cal College D;stncts
B FYZOO"! —(}2 o
: C}énefai State Aid: {iﬁeratior_'iéi Cost . General State'Aid‘as -
Rt et e e Ll pEES ol oper. o Percentage of
. |District . - fTE Student .. . FIE Student .. Operational. Cost -
- \Western Wisconsine 0 .$3,0‘80' s D108 e 30.4%

10,036 19.4

+ " Chippewa Valley

Mid-State

i -Southwest ‘;\t’isconsin T 2,044 ~ 11,054 o .18.5
= f”f-No'r__'ﬁﬁ'_éér_'}_traE- L 013 R '_1.:3_"312_3 SRR £ 1?8 '
Fox Valley 21287 o7 12,190 175
Lakeshore 1,863 1,282 16.5
Blackhawk 47800 11,003 16.0

. MorainePark 1679 11,202 15.0
© Madison Area 1,485 10,204 1456
" Northeast Wisconsin . 1,592 11,186 142,
Gateway 1,589 11,708 13.6
Wisconsin Indianhead - . 1,295 11,197 116
Waukesha County : 1,426 15,369 R

_ Nicolet Area L 692 14,815 47

Statewide average .- 1,857 11,330 o164




MATC’s levels of reserves.
have generally been
maintained at minimin -
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Resewe Funds

-:MATC has estab}lshed and ma:ntamed reserve funds mtended to
'ﬁprotect 1t from ﬂuct:.:tatzons in re*venues or expendzmres The Boargi

mprovmg fmanczai mzmageme:nt reducmg the need for short-term
_borrowmg to meet cash flow needs and maintaining its debt rating.

The'reserve pohczes mdlcate that

. the reserve fund desagnated for operations should
_be maintained at 10,0 to 15.0 percent of budgeted
general fund Tevenue; and

». the resery fund des;lgnated for state aid

levels.

" fluctuations should be maintained at 5.0 to
1() 0 percent of budgeted state a1d revente.

: We exammed acfuai reserve fund balances for FY 1997-98 through

FY 2001-02 and found that the operations reserve fund was

'_generally slightly above or ‘below the 10.0 percent minimum level.

However, as shown in Table 13, the state aid reserve fund has
generally:declined, partzculariy between FY 1998-99 and
FY 1999-2000, when it decreased by $1.1 million. General state aid

i - to the district declined. from: $3€3 1 m:a}]mn to $28.8 million, or by

"'$1 3 mﬂhon, in‘that penod

MATC Ggﬁérql_ Fund Reserve Balances

Operations Percentage of Actual ... . .. : . Percentage of

‘Reserve Generai Fund -~ State Aid Fluctuation Actual State
Fiscal Year Fund Balance T Revenue ““"Reserve Fund Balance™ ~ ~ Aid Revenue
1997-98 $11,748, 000 " 10.8% o 32,500,000 0 S 8.5%
1998.99 11, 473 0(}0 ' :'9.9 2,250,000 7 S 4
1999-2000 11,465,000 97 ' 1,150,000 39
200001 13,072,000 16.4 1,150,000 4.0
2001-02 13/943,000 10.8 1,150,000 a3




FINANCIAL INDICATORS « s = & 29

As noted, higher-than-anticipated increases in property value and
enrollment increased MATC's revenues by $4.0 million during
FY 2001-02. However, budgeted expenditures increased by

$6.3 million over the same period, using all of the additional
revenue and increasing the general fund budget deficit by

$2.3 million. Increases in instructional expenditures, such as
instructor salaries, accounted for $5.6 million, or 88.9 percent,

of theincrease. - - - -

MATC’s current projections for FY 2003-04 indicate a general fund

budget deficit of approximately $2.4 million, calling for that amount

to be taken from the operations reserve fund. If that occurs, the fund

balance designated for operations would fall to 8.0 percent of

budgeted general fund revenues. The continuing nature of MATC’s
- financial challenges will require additional efforts to reduce '
“expenditures or to increase reserve fund balances to buffer the

. district against unexpected revenue shortfalls or cost increases.




" “Training Coritracts

Enterprise Activities
Administrators’ Compensation
Contracts for Professional Services
Administrative Organization

Because MATC has little conirol over property tax revenue or state
_aid funding levels, it is important for the district to maximize
“revenue from other sources and to carefully manage its available

resources. However, MATC has not complied with its policy to

recover 100 percent of its aggregate costs for providing specialized
training to businesses and other organizations. Enterprise activities
- such as food service operahons which could in some cases be '
- _expected to cover their costs or generate: revenue, ‘have instead
. required increasing amounts of tax levy support to cover losses over
. the past five fiscal years. In addition, MATC recently. hired some
“-administrators at salarieshigher than the market rate, and it has
continued to contract for professional services in areas that may
duplicate staff responsibilities. The Board of Directors and the
administration should improve management practices to strengthen
MATC’s long-term financial outlook.

Training Contracts

Under s. 38.14(3)(a), Wis. Stats., technical college districts may
provide educational services to public and private organizations.
Districts have broad authority to set prices for these contractual
services, in contrast to WTCS Board authority to set uniform
statewide rates for tuition and fees. Examples of the services
provided by MATC to businesses and public agencies include basic
computer skills training for displaced workers, and updates on new
automotive repair procedures for mechanics.

31
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Technical college districts determine their costs associated with
training contracts using cost allocation formulas provided by the
WTCS Board. Fach contract includes direct costs, such as instructor
salaries and fringe benefits, and indirect costs. Indirect costs are
based on an institutional cost factor that reflects items such as the
use of district facilities.

The district has not  Since 1983, MATC Board policy has stated that the district shall
complied with its policy  recover 100 percent of annual direct and indirect training contract
requiring 100 percent  costs on an aggregated basis, allowing MATC to provide some
annual aggregate cost  reduced-rate contracts as long as the associated costs are covered by
recovery for training  higher rates for other contracts. However, as shown in Table 14,
contracts. MATC recovered only 86.0 percent of training contract costs from
FY 1997-98 through FY 2001-02.

MATC Specialized Training Contract Revenue

Percentage of

-Fis&:ai'i’éaa_;_. Co.ntrac.:.t Costi‘_ ] ' fl{iﬁ_t'r_a.ct Re\}.e'nue: o Subéidiiéd Cost Costs Recovered
199798 . $2,841,256 $2,614,115 5227141 92.0%
1998:99 3,242,016 . 2618629 . - 623,387 80.8
1999:2000° . 3,100,753 0 2483176 . 617,877 80.1
2000-01 4880575 74328175 552,400 88.7
2001-02 2715357 | 2394881 320,476 88.2
Total - 816,779,957 - . . $14,438976 .. . $2,340,981 86.0

1 MATC’S estimate of ;iaif cbéaﬁﬁ, indirect costs, é_n_d'hﬁis_céﬁiaﬁéous_ﬁ%bénﬁés such as textbooks.
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MATC failed to collect its full cost for training contracts largely
because it exercised its broad discretion to provide reduced-rate
“contracts to.some clients. District policy allows nonprofit agencies to
be charged reduced rates under fhree broad criteria:

= if the trammg is pmwded to certain populations,
-+ -such as disadvantaged individuals;

» if the agency receives the majority of its funding
~from government sources; or

* if the “clientele'served by the agency is consistent
_ thh the MATC rmssmn "

MATC has broad criteria There are also seven broad cni:erla for approving reduced—rate
for offering reduced-rate  contracts for for-profit busmesses mcludmg the provision of
__ training contracts. trammg thatis: = '

® reiafed to lecatmg anew busmess in the MATC
district;

* related to an emstmg business that is expa:ndmg
to create new ;abs in the district;

w in'eeded because a business’s contmued existence
ois ;et)pardlzed by the absence of a tramed

e Workforce, : : S

. _reiated to prowdmg ;ob cpporttmmes for
_ minority and/or disabled workers;

» related tg; introducing new techﬁélogy and

-industrial skills by upgrading a product, process,
or service;

o .mduded ina busmess 5 proposal to attract local,
state, or federal aid to expand its operations; or

m ' to ensure comphance m&x federal state, or local
-government rules, regulations, or laws.
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- From FY 1997-98 through FY 2001-02, 173 of MATC's 967 service

“contracts, or 17.9 percent, were reduced-rate contracts provided to

- businesses, government agencies, school districts, and private
nonprofit organizations. Table 15 shows the recipients of the largest
subsidies. MATC provided each of these nine organizations reduced
rates thattotaled $100,000:or-more. The total subsidized cost of all

- training contracts from FY 1997-98 through FY 2001-02 was
$2.3 million.

Table -3=S

MATC Clients with Over 510{} 000 in Subs;dlzed Tram:ng Contract Costs
. Y. 1997~98 throagh FY:2001-02 . i :

Number “Total  Contract Subsidized " Percentage
o of Contract Revenue Contract of Costs
Client S soiContracts b Costs 0 i Collected Costs Recovered
Central City Worker’s Center 3 $355,629 % 0 $355,629 0.0%
Mitwvaukee County = .9 630,706 294,801 335,905 46.7
NE Milwaukee Development Corp. 8 402,195 118,688 283,507 29.5
" General Motors - 2. 941,778. .. 675,620 266,158 7.7
Ford Motor Company e e 00 7856457 0 563,297 222,348 71.7
- Shorewood School District: ~ © . L7 o 2555407787791 . 0 167,749 3440
Harley Davidson Motor Company ; -8 724,606 555’,6?9 C 58,927 781
Ladish Company o 3 186,532 61,591 124,941 33.0
Maximus Corporation 15 430,179 323,900 106,279 75.3

MATC records indicate the district determined that reduced rates
were allowable for a variety of reasons. For example:

»  The Central City Worker’s Center, a nonprofit
- organization dedicated to training downtown

Milwaukee residenits, was provided free
mathematics, reading, and writing instruction
because it served a targeted population of
displaced workers. The Center went out of
business shortly after its last contract with MATC
was completed in FY 2000-01.




Despite increased
financial pressures,
MATC has not closely
examined specialized
training contract criteria
' or costs.
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=  MATC charged reduced rates for contracts with
the Ladish Company, a precision metalworking
. and tool-making firm, because the company’s
‘continued existence was threatenied by a lack of
trained workers and because the training
mtroduced new technology

. MA’}"C provzded ten reduced-rate contracts to
Ford Motor Company for dealership mechanic
training on new Ford products and justified this
decision based on the criterion related to the
mtroéuctmn of new mdustnal skills.

. The Shorewoed School District was givena

- ~reduced rate on contracts for drafhng and
.computernassxsted design instruction for sfudents
'because the schocl &smct isa pubhc entity. -

The adtmmstratmn regularly reports traumng contraci' cost recovery
information to the Board. However, although MATC has been under
increased financial pressure in recent years, the administration has
not worked with the Board to develop strategies for improving cost
recovery rates until recently. In a November 2002 committee
meeting, a member of MATC’s Board raised specific concerns about.
offering reduced-rate contracts, noting that the public might expect
large corporations such as Ford Motor Company to pay the full cost

' of specialized training services. MATC officials responded that the
- district benefits from its relatlcmsth with Ford in two ways: first,

- Ford has recogmzed MATC's dealership mechanic instructor as one

MATC ranked fifth in

cost recovery among
districts with
57.0 million or more in

- Eraining contracts, -

 of the' best in the nation; and second, Ford provides in-kind
' 'conmbuhons in the form of vehicles used to train MATC students.

While these benefits may be helpful to MATC, neither meets the

criteriain current drsi:rzct gohcy to ;ustlfy reduced-cost training
' 'serwces AL

We '-cOmjgéa'réd MATC’s cost recovery experience with that of other

technical college districts and found that MATC’s performance in
this area is better than some districts” and worse than others’. As
shown in Table 16, 11 of 16 technical college districts provided more

‘than $1.0 millioniin training contracts in FY 2000-01, and MATC

“ranked fifth among them:in costrecovery. Northcentral, Fox Valley,
and Madison Areatechnical college districts actually profited from
“training contracts; collecting more than 100 percent of their costs.
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Table 16 -

Technical College Dastncts wzth at Least 51 Mnllu;m m Training Contract Costs
. L FY 20{)(}«03
Number of Estimated Cost Recovery
Technical .Coi}ege ceesJLontracts -Contract Costs Percentage
Northcentrai 22 e 31,087,378 125.8%
Fox Valley 71,563 T 3,717,192 120.5
_Madison Area 548 11,651,134 108.6

Gateway :

Watikesha County

- 135,

21.9

1,194,519

Ay L

Northeast Wisconsin “2020,827 80.6
Chippewa Valley 236 1,036,663 76.9
Wesférn'_W§scqn's_Eh o 2'03'__' '1,1':85,902' ' ,}_?"1_..5_ _
Moraine Park . . 388 2,679,430 . 668 ..
497 . 1,810,686 .. 650

Lakeshore. . ..

- As neted MATC has htﬂe abzhty to raise additional revenues from
: some. seurces, given that itis at: the maxzmum stamtorﬂ} aEcwabIe
.. property tax rate for. operatzons and that student tuition and fee
- ratesaresetona statew:tde basrs by the WTCS Board In contrast,

rates for spec:ahzed ta:auung services, as well as any criteria under

. which clients may receive reduced rates. Some districts have used

that flexibility to generate revenue over and above costs, but MATC
has subsidized these contracts, losing an average of $468,196
annually from FY 1997-98 thmugh FY 2001-02.

| Recommandation

: We femmmeﬁd ti_?e -MA TC District Board of Directors review

MATC's current policies and practices for offering reduced-rate
specialized training contracts and consider adjustments to either the
criteria or the application of the criteria for reduced-rate contracts,

to ensure compliance with the district’s policy of 100 percent annual
aggregate cost recovery.



-Enterprise activities:
required increasing .
-property tax levy .
support thmugh -

FY 2001-02,
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- Enterprise Activities

. MATC's enteryrise ‘activities:inchide the bookstore, the child care
“centers, food:service operations, and two business-incubators. The
operations of Milwaukee Public Television are considered.an. -

enterprise:activity as well, but as noted, we did not include station
operations in the scope of our review. We found that, as shown in
Table 17, the enterprise activities we reviewed required increasing

. support from the property tax levy every year from FY 1997-98

through FY.2001-02. Although total support more than doubled over

the period, the amount of support is projected to decrease slightly in

. FY2002-03, In addition to providing tax levy support, bookstore

profits and retained earmngs are used to cover losses in the other

| _enterpmeactwmes T

Table ? 7

Enterpme Actmiy Support from the Prepez’!:y Tax Levy’

Fiscal Year Child Care Food Service Tgtai Support
199798 3655967 s 0 | 3655967
..1998.99 . .765,000 0. . 765,000
4 1999-2000 . 833,000 .- 447,000 . . .1,280,000
2000010 ‘93"8 000 - 408,000 71,326,000
©200102° 955000 424,000 471,379,000
2002-03% 1,000, ooo" 1300,000 1,300,000

¥ Does not mc:iude pui)lic telewsron operataons

ol Budget«ed

MATC created anew ycsmon, Dxrector of En‘terpmse and Auxiliary
Services, to manage the entexpnse activities, excluding public

~ television, and to minimize property tax support. The director began

employment in }anuarv 2002 and has set goals for producing
enough aggregate program revenue to cover the costs of all
enterprise operations and to recover capital investment costs. While

‘the director’s initial plans appear to be steps in the right direction,
the plans pmmde fmancmi pm]echons only through FY 2002-03.

E Recammendatmﬁ

We recommend MATC continue to develop and implement plans to
meet its goal of eliminating property tax subsidies for enterprise
activities and establish a date certain for accomplishing this goal.
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oo Milwaukee Enterprise Centers

- MATC operatestwo
business in:ubators

intended to stimulate .

~economic development.

“MATC operates the Milwaukee Enterprise Ceriters (MECs), which
are two business iricubators intended to stimulate ecoriomic
development in'the Milwaukee area by providing low=cost rental

~ “'space and busmess amemtaes and by promohng entrepreneuﬂal
' -actamﬂes : -

U MATC s first business incubator, MEC-Norfh was started ina
" "donated building in 1985.ITn 1993, MATC and the Wisconsin
Foundation for Vocational, Technical and Adult Education jointly

purchased another business incubator that the Wisconsin Hispanic

“Chamber of Commetce, a local nonprofit organization, had

operated since 1990. In'1994, MATC purchased the Foundation’s
halfsinterest in the pmperty and assumed full ownership of what
became MEC-South. As of December 2002, MEC-North, located on
North 4% Street, rented space to 77 small businesses and 10 nonprof;,t
organizations. MEC-South, located on West National Avenue,

" rented space to 24 small businesses, 2 nenprofit organizations, and a

large shoe manufacturing company

' We rev1ewed the operahons of the centers in response {o concemns
‘about the provision of rental space at MEC-South to the Wisconsin

Hispanic Chamber of Commerce for $1 per year. Concems have

" been raised about whether the centers are economically self-
sufficient as an enterprise activity; how their contribution to

L :economic developm&nt ine Mﬂwaukee canbe ‘measured; how quick}y

Financiai performance
data related to the
Milwaukee Enterprise
Centers have been

in:ompiete :

- tenants “graduate” from the centers;. and whether the operation of -
business mc:ubators is commtent with MATC’S edcational mission,

particu}aﬂy as financial pressures on the district increase.

We examined the fmanmal performance of the centers from

FY 1997-98 through FY 2001-02 and found that they failed to
generate enough revenue to cover expenses in any of those years, as
shown in Table 18. A $21,000 loss is projected for FY 2002-03. The

_ information presented in the centers’ business plans from
FY 1997-98 to FY 2001-02 mistakenly indicated that profits had been

earned in three of the last five years, However, these reports omitted
several key facts, mcludmg

. for_ ;i:w_{) -.{_}f_ ﬁ_ve .ﬁs_cai-_ year_s,_ﬂ}e reported operating
revenue for the centers included substantial
subsidy payments from the Wisconsin Technical
College Foundation, thus overstating the revenue
the centers actually earned from lease payments;






