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Senator Carol A. Roessler and

Representative Suzanne Jeskewitz, Co—chalrpersons
Joint Legislative Audit Committee

State Capitol

Madison, Wisconsin 53702

Dear Senator Roessler and Representative Jeskewitz:

As you requested, we have summarized the major findings from our audits of the Wisconsin
Works (W-2) program. Our first report was issued in February 1999 and the most recent in
December 2002.

Our audits identified a number of significant findings that have resulted in programmatic
changes and recoupment of unallowable expenditures. For example, we found:

* basing contractor profits on the level of unspent funds rather than on contractor
performance allowed contractors to receive, in total, more than $30 million in
profits under the first 1mplementataon contract perwd from September 1997
through December 1999; .

» Maximus, Inc., a private contractor serving Milwaukee County, spent $139,000 on
unallowable costs, such as entertainment for employees and donations to not-for-profit
and other organizations, and an additional $276,000 in questioned costs for items that
appeared to be excessive or unreasonable;

» Employment Solutions, Inc., another private contractor serving Milwaukee County,
spent more than $306,000 on unallowable costs, including unsuccessful efforts to
acquire a contract for administration of Arizona’s welfare-to-work program;

* 46.7 percent of former W-2 participants were above the poverty level based on their
1999 income when the value of state and federal earned income tax credits was
included in their income:; and

» from September 1997 through March 2001 W-2 agencies issued 614 inappropriate
sanctions that resulted in underpayments of $115,792.

Our most recent report, which reviewed sanctions issued by W-2 agencies, recommended the
Department of Workforce Development report to the Joint Legislative Audit Committee by



Senator Carol A. Roessler and

Representative Suzanne Jeskewitz, Co-chairpersons
Page 2

April 30, 2003

May 1, 2003, on its efforts to prevent the inappropriate sanctioning of W-2 program participants.
We are awaiting that report.

I hope you find this information helpful. Please let me or Paul Stuiber know if you have
additional questions. Paul was the audit director in charge of our W-2 evaluations.

Sincerely,

%fcc /@m’ﬂ)

Janice Mueller
State Auditor

IM/PS/bm

Enclosure



WISCONSIN WORKS (W-2)

W-2 is a time-limited employment assistance program that was created by 1995 Wisconsin

Act 289 to help participants achieve economic self-sufficiency through employment. It replaced
cash entitlements under Aid to Families with Dependent Children and took effect statewide in
September 1997. W-2 participants, who are primarily women with dependent children, earn
wages or receive cash grants and other program services based on their employment status. It
was expected that caseloads would decline in the transition from Aid to Families with Dependent
Children to W-2, but they did so much faster than had been projected. In three years, the decline
was 50.9 percent, from 22,761 in September 1997 to 11,171 in September 2000.

To fulfill the requirement in s. 49.141(2g)(a), Wis. Stats., for a financial and performance audit
of the W-2 program, we coinpleted a series of reports begun in 1999. Our comprehensive report
on the administration and effectiveness of W-2 was issued in April 2001. We also issued three
unnumbered reports that reviewed administration of the program by 17 private and public
agencies and the sanctioning of program participants by W-2 agencies. The following is a
description of our major findings.

Wisconsin Works Expenditures (report 99-3)

In February 1999, we issued our first review of the W-2 program, which looked a first-year
expenditures. W-2 is funded with federal grants and state general purpose revenue. During the
first year of statewide program implementation, nearly half of the $188.4 million in program
expenditures funded cash benefits paid to W-2 participants working in community service and
transitional jobs, employers who hired W-2 participants for subsidized trial jobs, and caretakers
of infants 12 weeks of age or younger. Direct services accounted for 41.6 percent of program
implementation expenditures, and administration accounted for 8.9 percent.

W-2 participants are placed in job categories based on their level of preparedness for employment.
Most cash benefits were paid to participants in community service jobs, which are designed to
improve employability and provide work experience and training. The monthly cash benefit for
these jobs is $673. Caretakers of infants 12 weeks of age or younger, who are not required to work
outside the home, also receive benefits of $673 per month. An additional 10 percent of cash benefit
payments supported transitional jobs, which employ individuals who are unable to perform
independent, self-sustaining work, and for which the monthly payment is $628. Less than 1 percent
of cash benefit payments supported trial jobs, for which employers receive subsidies and which
may become permanent, unsubsidized positions.

W-2 contractors are responsible for providing program services to all eligible individuals, even
if the cost of doing so exceeds contract values. In exchange, the State agreed to distribute any
unspent funds to contractors as profits and as funds for community reinvestment. The

$188.4 million in reported first-year expenditures is 59.7 percent of the amount the State
contracted to pay for program implementation. Contractors therefore earned a projected

$33.0 million in first-year profits, which they may use for any purpose, and $47.2 million in
community reinvestment funds, which must be used to provide additional services to low-income



individuals. The Department has the potential to retain $47.2 million in program funds for use
in any manner it determines appropriate in accordance with a state plan.

W-2 expenditures have been significantly lower than the contract budgets because caseloads
have been significantly lower than anticipated. The contracts assumed 41,402 W-2 cases—
which typically consist of a mother and one or more children—would receive cash benefits
in September 1997; the actual statewide caseload of 23,182 was 56.0 percent of that amount.
Twelve months later, in August 1998, W-2 caseloads were 28.7 percent of anticipated levels.
They had declined by 55.2 percent statewide: outside Milwaukee County, the decline was
77.9 percent, while in Milwaukee County it was 46.7 percent.

Based on our findings, in future contracts the Department of Workforce Development amended
the process by which contractors may financially benefit from program administration. Rather
than basing bonus payments on the level of unspent funds, W-2 agencies must now meet a
number of established performance objectives related to serving participants before they earn
profits or community reinvestment funds.

Administration of W-2 by Selected Agencies (unnumbered reports)

In July 200 we issued a report on the administration of the W-2 program by Maximus, Inc.,

and in February 2001 we issued a report on the administration of the program by Employment
Solutions, Inc, (ESD), and 15 other W-2 agencies. These reviews were spurred by concerns raised
by legislators and others about perceived inappropriate expenditures made by W-2 agencies. Of
the 17 W-2 agencies we reviewed more closely, we found that two—Maximus and ESI—had
made a substamzal nnmber of una}]owable and quesuonabic expendlmres _

To addrcss concerns about Maxxmus admzmstration of the W-2 program in Milwaunkee, we
reviewed time spent by its W-2 staff on projects outside of Wisconsin; its personnel practices;
and the apprcprxateness of its W-2 program expenditures. We found that improved oversight
of time reporting is needed, especially for Maximus staff who travel and work on out-of-state
projects. From September 1997 through March 2000, 46 staff in the Milwaukee office also
worked on other Maximus projects that were unrelated to W-2. In total, 724 hours for these
staff were incorrectly billed to the W-2 program, resulting in overcharges of $51,300.

In addition, we found that 72.7 percent of the selected accounting transactions we reviewed,
which had resulted in charges of $1.6 million to the W-2 program, lacked sufficient supporting
documentation for reimbursement. We identified $138,840 in unallowable costs and questioned
an additional $276,407 in expenditures charged to the W-2 program. In total, these costs represent
3.2 percent of all direct costs that were not related to staffing. Unallowable and questioned
transactions include entertainment expenditures for Maximus employees; donations to various
not-for-profit organizations; and expenditures that appear to be excessive or unreasonable. For
example, we found that Maximus spent substantially more on advertising-—$1.1 million from
1997 through 1999—than other W-2 agencies did. At Jeast some of these advertising costs appear
to have promoted company interests rather than to have provided information to assist prospective
W-2 program participants.



The Department of Workforce Development has provided inadequate guidance and oversight to
Maximus and other W-2 agencies with which it has contracted. Therefore, our report included
recommendations for the Department to improve its efforts in these areas. We also recommended
that Maximus improve its accounting practices by better recording and documenting stated
business purposes for W-2 expenditures.

In addition, we identified charges for out-of-state work and other unallowable and questioned
expenditures by ESI that are similar to those we identified for Maximus. We identified $270,268
in unallowable costs that were related to EST’s activities outside of Wisconsin but charged to the
W-2 program. Most were related to unsuccessful efforts to acquire a contract for administration
of Arizona’s welfare-to-work program. Our findings suggest the extent of EST’s out-of-state
activities was greater than the agency had indicated.

Among $3.6 million in additional transactions for ESI, we identified $35,899 in unallowable
costs and questioned another $61,234 in expenditures charged to the W-2 program. Unallowable
and questioned transactions include expenditures for entertaining ESI employees, advertising,
legal services, local hotel charges, and a variety of restaurant and other food charges.

We also reviewed staff performance incentives that were charged to the W-2 program by

three agencies in 1999. ESI provided substantially higher incentives than the other agencies,

partly because ESI had chosen to make a portion of employees’ compensation contingent upon
performance. EST’s incentives averaged $9,635 each for the 84 employees receiving them. EST’s
chief executive officer received a total of $61,645 in 1999; that amount reflects incentive payments
for performance in 1998 and 1999. Finally, we identified $12,604 in unallowable costs and
$114,487 in questioned costs made by six other W-2 agencies.

As aresult of these reviews, both Maximus and EST were required to reimburse the State for the
unallowable costs they charged to the W-2 program. In addition, ESI chose to discontinue its
participation in the program beginning January 2002. The remaining four private W-2 agencies
in Milwaukee have assumed responsibility for ESI’s participant caseload.

Comprehensive Evaluation of the W-2 Program (report 01-7)

Our most comprehensive evaluation of the W-2 program was released in April 2001. It included
a review of numerous aspects of the program, including success in assisting participants to
become self-sufficient; the extent to which participants are returning to the program; and the
number and amount of sanctions imposed on participants.

We reviewed the income of all participants who left the program in the first quarter of 1998 and
matched this population with those who filed 1999 Wisconsin income tax returns. Of these
2,129 individuals, approximately two-thirds filed tax returns. Their reported incomes averaged
$11,988. When only this income is considered, 33.8 percent of these filers were above the
federal poverty level for their respective family size, while 66.2 percent were below it. However,
the incomes of many of those who filed 1999 tax returns were enhanced by receipt of state and
federal earned income tax credits. If the value of these credits is included, 46.7 percent of former



W-2 participants were above the federal poverty level in 1999. Those who did not file tax returns
presumably were not required to do so based on their limited incomes, because they were no
longer Wisconsin residents, because they became eligible for Supplemental Security Income, or
because they were supported by a spouse or other adult in the household.

Despite the significant decline in caseloads, there are indications that at least a portion of former
participants are returning to W-2. By July 2000, 26.1 percent of the 2,129 former participants
who had left the program during the first three months of 1998 participated again in reopened
cases. Of the 555 cases that were reopened, 409, or 73.7 percent, returned in a subsidized job
placement; 146, or 26.3 percent, returned in an unsubsidized placement in order to receive case
management services.

in July 2000, when Milwaukee County accounted for 85.2 percent of all returning participants
statewide, 42.4 percent of all Milwaukee County participants were returning participants.
Two years earlier, only 2.7 percent of Milwaukee County participants had been returning
participants. '

~ W-2 agencies exercise considerable discretion in sanctioning participants’ cash benefits if they
miss work or fail to participate in a required activity without good cause. Overall, the percentage

of participants sanctioned has decreased from 31.4 percent of the statewide caseload in

October 1999 to 21.1 percent in December 2000, However, in Milwaukee County the sanction

rate has consistently been approximately 10 percentage points higher than in the balance of the

state, and four of the five agencies serving Milwaukee County sanctioned more than 20 percent

of participants receiving cash assistance from October 1999 through December 2000.

Aith{)ugh W-2 was designed to provide flexibility in local program administration, the wide
variation in the number and amount of sanctions 1mpased has raised concerns about the equitable -
treatment of participants. Further, we found several instances of sanctions being inappropriately
applied: at least 35 participants who were new mothers were inappropriately sanctioned from

July through December 2000 because of errors made by local W-2 agencies. Maximus and
Employment Solutions, two private agencies that serve portions of Milwaukee County, issued

the largest inappropriate sanctions against new mothers, which amounted to more than one-third
of these participants’ full monthly benefits of $673.

We also identified a number of issues likely to affect the future success of the program, including
developing strategies to increase forrner W-2 participants’ incomes above the poverty level,
addressing the needs of returning participants, and responding to the downturn in the economy. In
addition, we identified several other issues that would warrant legislative consideration: whether
to modify proposed performance standards for the next contracts with W-2 agencies; how best to
address the needs of participants who are nearing the time limits established for receipt of
services; how to ensure all contract funds are spent appropriately; and whether to consolidate -
contracts in Milwaukee County in order to improve performance and provide administrative
efficiencies.



Sanctioning of W.2 Participants (unnumbered report)

Our last report, which was issued in December 2002, focussed on efforts to.address the
inappropriate sanctioning of W-2 participants. Specifically, we reviewed the processes used
by the Department of Workforce Development and W-2 agencies to sanction W-2 program
participants.

We reviewed statewide data on sanctions issued by W-2 agencies and found that the overall rate
at which participants are sanctioned has declined from 31.4 percent of the statewide caseload in
October 1999 to 20.0 percent in October 2002. However, Milwaukee County W-2 agencies
continue to sanction at rates higher than other agencies.

We found the Department has taken reasonable and appropriate steps to remedy problems
associated. with the mappropnate sanctioning of W-2 particapzmts However, a significant number
of errors persist. For example although W-2 agencies identified 614 inappropriately sanctioned
cases from September 1997 through March 2001 that resulted in underpayments of $115,792, we
estimate that W-2. agencies made errors in assessmg the approprlateness of sanctions imposed for
an additional 127 cases, which also resulted in underpayments. Furthermore, we estimate that
sanction policy was applied incorrectly without resulting in underpayments for an additional

320 cases. The timeliness of W-2 agency reviews of mappropriate sanctions is also a concern. We
found that W-2 agencies had not yet reviewed 168 of the 263 potentially inappropriate sanctions
issued since April 2001; half of these were issued before November 2001.

Our report included a series of recommendations to address the ongoing problems we identified,

including a recommendation for the Departient to report to the Joint Legislative Audit
Committee by May 1, 2003, on its progress in addressing these concerns.
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Legislative Audit Bureau Recommendations
Wisconsin Works Program

Report 01-7
April 2001

However, to ensure that DWD has the authority to exercise meaningful discretion in awarding
the right of first selection under future contracts, we recommend the Department of Workforce
Development proceed as it has proposed and include provisions in all fulure confracts that allow
if to revoke the right of first selection jfor any agency that fails fo comply with established rules
and regulations, imcluding those spectfied in its financial and policy management manuals.

In order to ensure that the full extent of inappropriate sanctioning by W-2 agencies is known and
remedied, and that actions are taken to ensure it will not happen in the future, we recommend the
Department of Workforce Development report to the Joint Legislative Audit Commiitee by
Seprember 1, 2001, on:

the results of its review related to all inappropriate sanctions imposed since the
start oj The W-2 program, including the number of participanis sanciioned, [he
amounts of the sanctions imposed, and the agencies that imposed the sanclions;

its plans to compensate participants who have been inappropriately sanctioned,

o lhe procedures it will employ to prevent W-2 agencies from imposing inappropriate
sanctions in tne future, and

now it plans to monitor W-2 agencies to ensure that inappropriate sanctions have
not been imposed or have been appropriately remedied if they were imposed.

DWD officials indicate that data concerning trial jobs are limited because the small number of
W-2 participants in trial jobs made other data needs a higher priority. Nevertheless, the available
data suggest that trial jobs may be an effective component of the W-2 program. In addition, if the
economy slows, trial jobs may be needed to encourage private companies to provide job
placements for W-2 participants. Therefore we recommend the Department of Workforce
Development:

e beginto collect and 'analyze' data on the wages of all trial jobs participants;
ensure that these individuals are being paid at least the minimum wage, as required
by statufe; and
o  defermine the wages paid to all former trial job participants when they first enter
unsubsidized employmernt.

To ensure DWD requires W-2 agencies to meet relevant performance standards in order to
receive any bonus funds that may be included under future contracts, and to further ensure that
the standards developed are directly linked with the W-2 program’s overall, long-term goal of
enabling participants to become self-sufficient, we recommend the Department of Workforce
Development report to the Joint Legislative Audit Committee by May 31, 2001, on:




the extent to which it will incorporate all of the modifications suggested by the Co-
chairs of the Joint Legisiative Audit Commitiee mto the next W-2 confract's
performance standards,

its rationale for not incorporating any of the suggested modifications it may choose
not to adopt,; and _

whether standards that better measure the extent to which those in unsubsidized
Jobs @re Successjiul i allaining Self-Sufjiciency yill be developed and implemented.

In addition, without this information neither DWD nor W-2 agencies can make informed
decisions regarding requests for extension of program services. Therefore, we recommend the
Department of Workforce Development revise its data collection proceduirés o ensiire that:

the type and severity of barriers to employment faced by mdzv:dual participants are
more completely documented; and -

ﬂzese data are regular!y compzled and rewewea’ by DWD smﬁ

Over ihe next several years 1t 18 unclear how many mdiwduais wﬁ} be placed in the position of
seeking extensions to their 60-month limit on lifetime eligibility. Although fewer than 225
participants are likely to be affected by this limit by the end of 2001, the manner in which the
initial cases are addressed will establish the pattern for how others are dealt with. Therefore, we
recommend the Department of Workforce Development report to the Joint Legislative Audit ~
Committee by September 1, 2001, on.

the nmumber of participants for whom W-2 agencies have requested, or by the end of
20071 are likely 1o request, extensions to the 6U-month time lzmit, as well as the W-2
agencies currently serving these participants;

*

Ted fo the reguests Jor extensions;
how individual W-2 agencies plan to assess and respond io these requests; and
. the procedures the Department will use in determining which requesis for
. extensions it pians To review and whether it infends 1o pmvzde guidance or sel
5 peczjzc paramerers jor me iengfh oj time for wmcfz extensmns wmf e granted.

- the. chamctemstms of participants, or the spec;ﬁc czrcumstances they face z‘ha{ have



WISCONSIN LEGISLATIVE AUDIT BUREAU
AUDIT SUMMARY Report 01-7

April 2001

WISCONSIN WORKS (W-2) PROGRAM

The Wisconsin Works program, more commonly known as W-2, was created by 1995 Wisconsin
Act 289 to help participants achieve economic self-sufficiency through employment. It took
effect statewide in September 1997. W-2 participants, who are primarily women with dependent
children, earn wages or receive cash grants and other program services based on their
employment status. Through September 2000, program costs—which are funded by state general
purpose revenue and federal Temporary Assistance for Needy Families block grant funds—-
totaled $710.4 million.

Program participants receive services from counties, private agencies, and tribes under the terms
of contracts signed with the Department of Workforce Development (DWD). W-2 participants
are assigned to either subsidized or unsubsidized placements, based upon their leve] of
preparedness for employment, and are eligible to receive program services that are intended to
assist them in finding or retaining employment, increasing their skills or wages, and overcoming
barriers to employment.

’I‘he 1999 Incomes of Mast Former Partlczpants Were Below the Poverty Level

It was expecteci that caseioads would declme in the trans:tzon from Aid to Famﬂles w:th
Dependent Children to W-2, but they did so much faster than had been projected. In three years,
the decline was 50.9 percent, from 22,761 in September 1997 to 11,171 in September 2000.

We reviewed the income of all participants who left the program in the first quarter of 1998 and
matched this population with those who filed 1999 Wisconsin income tax returns. Of these
2,129 individuals, approximately two-thirds filed tax returns. Their reported incomes averaged
$11,988. When only this income is considered, 33.8 percent of these filers were above the
federal poverty level for their respective family size, while 66.2 percent were below it. However,
the incomes of many of those who filed 1999 tax returns were enhanced by receipt of state and
federal earned income tax credits. If the value of these credits is included, 46.7 percent of former
W-2 participants were above the federal poverty level in 1999. Those who did not file tax returns
presumably were not required to do so based on their limited incomes, because they were no
longer Wisconsin residents, because they became eligible for Supplemental Security Income, or
because they were supported by a spouse or other adult in the household.

Participants Are Returning to the Program for Assistance

Despite the significant decline in caseloads, there are indications that at least a portion of former
participants are returning to W-2. By July 2000, 26.1 percent of the 2,129 former participants

~Over-

For More Information Contact the Legislative Audit Bureau
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who had left the program during the first three months of 1998 participated again in reopened
cases. Of the 555 cases that were reopened, 409, or 73.7 percent, returned in a subsidized job
placement; 146, or 26.3 percent, returned in an unsubsidized placement in order to receive case
management services.

In July 2000, when Milwaukee County accounted for 85.2 percent of all returning participants
statewide, 42.4 percent of all Milwaukee County participants were returning participants.
Two years earlier, only 2.7 percent of Milwaukee County participants had been returning
participants.

The Number and Amount of Sanctions W-2 Agencies Impose Vary Substantially

W-2 agencies exercise considerable discretion in sanctioning participants’ cash benefits if they
miss work or fail to participate in a required activity without good cause. Overall, the percentage
of participants sanctioned has decreased from 31.4 percent of the statewide caseload in

October 1999 to 21.1 percent in December 2000. However, in Milwaukee County the sanction
rate has con31stently been apprommateiy 10 yercentage points higher than in the balance of the
state, and four of the five agencies serving Milwaukee County sanctioned more than 20 percent
of participants receiving cash assistance from October 1999 through December 2000.

Although W-2 was designed to provide flexibility in local program administration, the wide
variation in the number and amount of sanctions imposed has raised concerns about the equitable
treatment of participants. Further, we found several instances of sanctions being inappropriately
applied: at least 35 participants who were new mothers were inappropriately sanctioned from
July through December 2000 because of errors made by local W-2 agencies. Maximus and.
Empleyment Solutxons, two. private agencies: that serve portions of Milwaukée County, issued
the largest inappropriate sanctions against new mothers, which amounted to more than one-third
of these participants’ full monthly benefits of $673.

A Number of Issues Warrant Legislative Consideration

Developing strategies to increase former W-2 participants’ incomes above the poverty level,
addressing the needs of returning participants, and responding to a possible downturn in the
economy will all be important to ensuring the future success of the W-2 program. In addition,
several other issues will warrant legislative consideration: whether to modify proposed
performance standards for the next contracts with W-2 agencies; how best to address the needs
of participants who are nearing the time limits established for receipt of services; how to ensure
all contract funds are spent appropriately; and whether to consolidate contracts in Milwaukee
County in order to improve performance and provide administrative efficiencies.

Hd ok



Summary of W-2

- Created by 1995 Wisconsin Act 289, took effect statewide Sept. 1997
- Designed to help participants achieve economic self-sufficiency through
employment

O

o

O

Women, the primary W-2 participants, are not entitled to cash benefits as
they would have been under AFDC
Instead, women earn wages or receive cash grants and services based on
employment status
Pammpants receive services from counties, private agencies, and tribes if
they meet these ehgzbzhty requirements:
* Family gross income is at/below 115% of federal poverty level

($16,825 for family of three)

~Family’s assets are at/below $2,500 (excluding home and the

“ combined equity of vehicles valued at up to $10,000)

- Through Sept 2000, W-2 program costs = -$710.4 million

O

“Funded by state general purpose revenue & TANF block grant funds

- Thzs 15 6" ‘and last report in this series of W-2’s effectiveness

W-2 Participant Placement

- Either subsidized/unsubsidized depending on their level of preparedness for
employment

Subsidized piacemenIS'

.?{;Transﬁmai piacements _ _ =
“for participants who cannot perfonn mdcpendent work

monthly cash grant $628

Cummumty servwe 3cabs _

. for participants able to perfonn some ;ob duties, expected to move into

~trial jobsfunsubsﬁmed employment

monthly cash grant $673

Trial jobs

may become permanent and unsubsidized, worker earns at least state or
federal min. wage

employer receives subsidy of $300 or less for each full-time participant

Custodial Parents of infants 12 weeks or younger are not required to work
monthly cash grant $673

The caseloads declined from AFDC to W-2 faster than expected, from
1997-2000; the decline was 50.9%.
The most significant decline has been in the subsidized job categories.



Unsubsidized placements:

- earn market wages, do not receive cash benefits
- receive fewer services

Services to Participants

Provided to both subsidized/unsubsidized participants to help them:
find or retain employment
increase their skills or wages

- empioyment services were provided to more than 61% of W-2 or FSET

participants in 2000

- - 36.1%0of part1c1pants recelved adult basic education

- 25.1% received motivational training

- all other services provided to less than 20% of participants

v' The number of participants receiving these case managements services have
increased since the beginning of the program.
Sept. 2000: 4,400 received these services but not cash assistance

- Most participants are still eligible for services through other public assistance
programs (fc)c)d sta.mps etc. )

'.'Breakdawn of W—Z Bmiget g

Percentage of funds spent on W-2 program
Services to Participants 50%
Cash benefits 40%
Administration 10%

Costs through Sept. 2000: $710.4 million

During initial contract period (Sept. 1997-Sept. 1999) $651.5 million budgeted
v Only $413.6 million spent

Remaining Funds due to unexpected decline in caseloads  $237.9 million

Remaining funds
- Contracts called for majority of funds to be returned to local agencies.
- Local agencies used the funds for:

o Unrestricted profits = $65.1 million
Most agencies used to offset county property taxes or provided services to
low-income residents.



o Restricted profits “community reinvestment funds” = $83.4 million
spent on TANF eligible persons (income is below 200% of federal poverty
level, $29,260 for family of 3) by expanding services and supplementing
agency budgets under current implementation contracts.

DWD’s and Legislature s Response to Remaining Funds

DWD developed seven performance standards for current contract period to
ensure monetary incentives are related to performance rather than level of unspent
funds.
DWD and Leg1slatua'e reduced funds in the current contract period due to the
decline in expected caseloads. .
* Current W-2 Contracts. (1/1/00 1273 1/’01) Total - $369.3 million
v Available for lacal agenmes as performance bonuses o0 8259 million

. (March 2001) DWD announced all bui: 2. agenmes (Bayﬂeid and Menemanee
‘counties) were meeting/exceeding base-level performance measures.

Evaluating W-2’s effectiveness

Reviewed income of all participants who left the program in the first quarter of
1998, and matched this population with those who filed 1999 W1 income tax
returns.

oo 1998, first quarter G 2,129 participants left program
. ofthis gri}up e 64 T% filed 1999 tax returns =~ -
average income $11,988

_ :(These ﬁgures de not mclude the 173 of paruczpants Whe dld not ﬁie)

Based on. zncome aione (1999) _
66.2% were below federal poverty 1evel
33.8% were above federal poverty level

Including W1 and federal income tax credits (1999)
46.7% were above federal poverty level

W-2 participants who received only case management services before obtaining
unsubsidized employment reported the highest average incomes.



Participants Returning to W-2

- DWD officials say that the rate at which persons return to the program is not
necessarily indicative of its success rate since the goal is to encourage
employment.

However, returnees provide information that helps to assess program effectiveness.
The profile of returnees may help address participant needs.

July 2000 26.1% of 2,129 former participants in first 3 months in 1998
participated again in reopened cases '
0 73.7% returned to a subsidized job placement.
0 26.3% returned to unsubsidized placement to receive case
- management services

85.2% of ail returmng particzpants inhabit Milwaukee

(1998) 2. 7% of Milwaukee’s participants are returning participants

(2000) 42.4% of Milwaukee’s participants are returning
participants

Rest of state
Returning participants increased from 9.7% to 25%.

Sanctions Imposed on Participants

_W-2 agencies sanction participants’ cash beneﬁts if they miss work or fazl to parthpate o
-.'='1n arequired acthty w/o agood.cause. B

v Statewide Sanctions have decreased
: 31.4% of caseload (Oct. 1999) to
- : 21.1% of caseload (Dec. 2000)
In Mﬂwaukee the sanction rate has been 10 percemage pomts hagher than in the balance
of the state.” e :

Concern: W-2 agencies have flexibility to modify services and the manner in which they
are provided. There is a wide variation in the number of sanctions. Are participants
being treated equally?

- 35 parents who were custodial parents of infants were inappropriately sanctioned
due to W-2 agency errors (July-Dec. 2000)

- Maximus & Employment Solutions, serving Milwaukee and Brown counties,
issued largest inappropriate sanctions to new mothers, representing more than 1/3
of these participants’ monthly $673.



Program Participants may follow a fact-finding and repeal process if they wish to have
their eligibility or benefit decisions reviewed.

~50% are in the favor of agency

90% of fact-finding requests are issued by Milwaukee participants

Both the agency and the petitioner may file appeal a fact-finding decision.
69.9% of the time, the Department of Administration’s Division of Heanngs and
appeals decided in favor of participant
78.7% were Milwaukee County cases found in favor of participant
compared to 50.1% for state balance

v This may suggest that hearing officers believed fact-finding decisions have
incorrectly favored the W-2 agencies more often in Milwaukee County then elsewhere in
the state.

Time Limits

The action agencies were taking regarding participants who were approaching WI and
federal time limits was investigated.
W-2 limits:

24-month period within the 3 types of job categories

60-month lifetime limit on program be

v Agencies varied on how widely they requested extensions for participants.
Milwaukee requested 13.6% extensions
: _R,est of WI requested 53 6% exten,smns

' Challenges facmg BWD and Leglslature |

- Overseeing the complex administration of the program in Milwaukee, which has
the highest caseload and num?::er of agencies providing services.

The PIC of Mllwaukee County has been paid $5.7 million to provide
oversight services.

However, local agencies have been critical of its performance.

Until recently, DWD provided PIC with little direction in fulfilling its
responsibilities.

The Governor’s 2001-03 budget includes $500,000 annually to continue to
fund PIC’s overseeing services, plus another $500,000 annually for
unspecified monitoring activities by the DWD or private contractors.

v The Legislature will need to determine the amount of funding it wishes to
appropriate for monitoring and oversight responsibilities, and the role of the DWD in
ensuring effective use of these funds.



Other Legislative Issues:

v Whether to modify proposed performance standards for the (Jan. 2002- Dec.2003)
contracts with W-2 agencies, to effectively insure performance based bonuses.

v If the challenges posed by' participants with barriers to employment (limited
employment, substance abuse, ect.) are being adequately addressed.

v How to address needs of participants approaching the time limit

v Developing strategies to ensure all contract funds are spent appropriately
v Ensuring all participants are aware/ have access to other programs (food stamps,
etc.) o L

4 Déiéifmﬁzé ifthe ct_)ntrac_ts'. _tb ad;mmster W-2 in Mi_lwaukéé should be
consolidated to improve performance and encourage efficiency. |

v How to assist those who have entered the work force but remain in poverty to
become fully self-sufficient.
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FROM P-C SERVICES
Shooting victim still
incritical condition

A 4l.year-old Neenah
man who was accidentally
shot by a deer hunter Sun-
day remains in critical con-
dition.

Robert B. Keepers is
being treated at Theda
Clark Medical Center in
Neenah, He was shot in the
chest about 2:30 p.m. Sun-

day while he was cutting

tree branches along Win-
s ity £ e 4l

The Asscciated Press

MADISON -~ The
number of people getting
cash. assistance from Wis-
copsin’s welfare-to-work
program hit 11,552 in Oc-
tober, the highest level
since the program went
started in 1998, state offi-
cials said Monday.

The Department of
Workforce Development
has asked the Legislature’s
budget committee to ap-

State agency ask

prove an additional $2 mil-
lion in federal funds for the
program to meet the
caseload needs and cush-
ion the blow of a realioca-
tion of funds implemented
earlier this year.

The Joint Finance Com-
mittee was expected to take
up the request today.

“As the economy has

gotten waorse, our ém
caseload has gone up,”

DWD spokeswoman Rose-
. - the local level.

Lynch said. -
W-2 requires adults to

work or get job training in-
exchange for a'check and’

subsidized child care. ¥t has
a five-year lifetime limit on

recetving cash benefits.
The state nommwﬁm with

counties, :os?.oﬁ agen-
cies and other entities to
implement the program at

W-2, which replaced the
Aid to Families with De-
pendent Children program,
1s funded through a combi-
nation of state and federal
money. It went into effect
in April 1998 with a

caseload of 11,208, Lynch
said,
In January 2001, the W-

_ 2 cash assistance caseload

was 0,679,

The two-year state bud-
get, signed into law this
summer, cut $2.7 million
from the program to ﬁﬁm
deal with the state’s $3.2
billion deficit.

AN

m for $2M from Joint Finance EXE

January ..
February .




ot ooof people getting cials would see as
Casi_l':_assistance from W.2 2 vay to keep the progr
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Senate Majority Leader

Whsconin State Senate © 2015 District

December 19, 2003

Senator Carol Roessler Representative Sue Jeskewitz
Co-Chair Co-Chair

Joint Legislative Audit Committee Joint Legislative Audit Committee
8 South, State Capitol 314 North, State Capitol
INTER-DEPARTMENTAL INTER-DEPARTMENTAL

Dear Senator Roessler and Representative Jeskewitz,

I am requesting as Co-chairs of the Joint Legislative Audit Committee that you require a
comprehensive audit of the Opportunities Industrialization Center of Greater Milwaukee
(OIC) as it pertains to their dealings with the State of Wisconsin.

As you know, allegations have been launched that involve the OIC. The allegations
include financial irregularities related to fees paid by OIC. As OIC is one of the major
agencies operating the welfare-to-work program, I feel it is legitimate for the state to
engage an audit into the organization.

If you have any questions regarding this request, please feel free to contact me.

Sincerels
i ,V
vy z’f} o

MAR ANZE
Majéﬁrit "feader
Wlé s

PO Box 7882 » Madisor, W1 557077882 ¢ el (BO8) 266 7513 or (BO0) 662 1227 s Fax (08) 267 4590

Email Sen Panzer@legis.state wivs » Webpage hitp:wawlegis.statewiusfsenate/sen2Wnewsfindex hiom
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Wisconsin State Journal December 23, 2003

Lawmakers aim to keep jobs in U.S.

Twe Democratic lawmakers
proposed legislation Monday
requiring state agencies to
contract only for services per-
formed in the United States.

State Sen. Judy Robson of
Beloit and Rep. Mark Pocan of
Madison dubbed their pro-
posal the “American Jobs Act”
and said It's aimed at prevent-
ing some job losses to foreign
couniries, C

Citicorp Electronic Pinancial
Services issues the Quest debit

cards that replaced food
stamps in Wisconsin, Robson
noted, Citicorp hired cus-
tomer service representatives
in India and Mexico to answer

uestions by telephone about
the cards.

Pocan also pointed to Green
Bay’s loss of ta%s;yer-
supported jobs last year when
eFunds Corp. moved its call
cenierto Indis, New Jersey
contracts with eFunds to pro-
vide customer service for one
of its state programs, he said.

“When the Legistature takes
up regulatory reform in Janu-
ary, there will be talk of the -
impostance of creating new
jobs in Wisconsin,” Pocan
sald. “The ‘American Jobs Act’
is not only abrout job creation,
but also job retention.”

“It is especially egregious,”
Robson said, "when the jobs
being exported are govern-
ment contract jobs that are
paid for by taxpaygrs.”

— Scott Milfred

Wisconsin State Journal December 30, 2003

Capitol Headlines

By Todd Richmond
- Associated Press

"MADISON —- A Republican
lawmaker wants to launch a
sweeping audit of Wisconsin
Waorks, saying legislators need
fresh data on the state’s pio-
neering welfare-to-work pro-

A1,
The last audit of Wisconsin

Works, or W-2, was finished in

April 2001, state Sen. Alberta

Darling said in a letter Monday

to Joint Legislative Audit Com-
mittee co-chairs Sen. Carol
Roessler and Rep. Suzanne
Jeskewitz. The letter formally
requests another review.

““Alberta just wanis to make
sure nobody’s in the dark as to
the success and failures of W-
2," Darling spokesman Tom
Petri said. “A new snapshot is
whiat the senator is after.”

W-2 has coms under intense

criticism from Republican law-
makers in recent weeks.

Darling, a finance cormmittee
go-chair, said in her letter she
wants the audit bureau to
focus on-several areas of W-2,
including:

¢ Administrative spending

@ Cost and effectiveness of
training participants.

& Whether DWD has prop-

.who break pro

erly penalized contractors who
violate program rules. .~

4 Whether contractors have
propezly penalized pglticipants

iles.

# Caseload trends, including -
how successful DWD has been
in reducing the munber of peg-
ple who receive cash assist-
ance. ]

# Program management, in-
cluding DWD oversight of con-
tractor spending, :



Co-Chair, Ji ‘¢'on Finanee

December 29, 2003

Honorable Senator Carol Roessler Honorable Representative Suzanne Jeskewitz
Co-Chair, Joint Legislative Audit Committee Co-Chair, Joint Legislative Audit Committee
8 - South, State Capitol 314 - North, State Capitol

Dear Senator Roessler and Representative Jeskewitz:

After various meetings, recent media coverage, and a review of other data, I am formally
requesting an audit of the Wisconsin Works (W-2) program, which is administered by the
Department of Workforce Development (DWD). Several years ago, the Legislative Audit Bureau
conducted a series of audits on the W-2 program. The most recent was issued in April 2001. It has
been almost three years since an objective external reviewer has evaluated the W-2 program.
During that time, the program has undergone a number of significant changes, especially in
Milwaukee County.

Given recent develops and the fact that reliable information on the W-2 program is now outdated, [
believe an audit is warranted. Specifically, I would ask the Audit Bureau to focus its review on the
following areas:

» State and local administrative costs, including a review of the level and appropriateness of
these expenditures;

» Program sanctions, including the extent to which DWD has been successful in reducing the
inappropriate sanctioning of W-2 participants;

» The cost and effectiveness of training program participants with the greatest barriers to
empioyment,

» Trends in participant caseloads, including the extent to which DWD has been successful
limiting cash assistance caseloads by assisting former participants to maintain their
employment; and

* DWD’s progress in implementing the Audit Bureau’s prior recommendations to improve
program management, including improving oversight of contractor spending.

I believe an audit focusing on these areas would be appropriate to address many of the concerns
legislators may have with the operation of the W-2 program. Thank you for your time and
attention to this matter. 1 look forward to working with each of you and T am happy to answer any
questions that you may have.

Sincerely,

LBERTA DARLING
State Senator

Capliaf Offive: PO, Box 7882 o Madison, Wisconsin 53707-7882 ¢ 3 Tolfres; 13008631113

48 WIGHZT Appleton 4 : nmones Palle, Wiscongin & H
@logls state wius o Web page: www legls state wlug/senate/seniB/naws/

Frmaih Sen, Darling

Frimed on Keevoed Papsr
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The Capital Times December 30, 2003

Audit

outlines topics

By Anita Weier
“The Capital Times :
State Sen. Alberta Darling, R-Rive
Hills, has requested a state audit of

the Wisconsin Works welfare reform -

program, also known as W.g2.

“It has been almost three years
since an objective external reviewer
has evaluated the W:2 program,”
which has changed significantly since
then, Darling said.

“tor for DWD,
) said Monday that
N the department
would cooperate

-

m, ST
Darling ~ in

a iett;er to the co-chairs of the Legis.

lature’s Joint Audit Committee -
specifically asked that the Audit Bu-
reau focus on;

i State and local administrative
costs, including a review of the level
and appropriateness,

M Program sanctions, includin}
the extent to which DWD has been
successful in reducing inappropriate
sanction of program participants.

W The cost and effectiveness of
training participants with the greatest
barriers to employment. '

fully with an

¥ Trends in participant caseloads,
inclutling the extent to which DWD
has been successful in limiting cash
assistance caseioads by helping for-
mer participants stay emplayed.

M DWI¥s progress in implement-
ing the Audit Bureau's prior recom-
mendations to iraprove program
management, including oversight of
contractor spending. .

“i believe an audit focusing on
these areas would be appropriate to
address many of the concerns legisla-
tors may have with the operstion of
the W-2 program,” Darling wrote.

Several Republican legislators
have “criticized DWD Secretary Ro-
bertd Gassman, especially 1 i
a proposed piot transitional jobs
program that Assembly Speaker Rep.
Johrt Gard, R-Peshiigo, says subveris
the intent of the program to shift
people into full-time private sector
wOork.

The Joint Finance Committee cut
funding for that pilot program in De-
cember, begause a shaky economy
had the stife facing a $100 raillion
gap in funding for temporary assist.
anee for needy families programs —
inciuding W-2 — as of July 1, 2005.

Gassman, however, intends to pro-
vide more information to the Finance
Coromittee in the hope that members

transitional jobs pilot program, which
was scheduled to begin in April 2004.
“We don’t consider transitional

‘ jobs to be out of the picture yet,”

Lynch said. -

Other .legisiﬁwrs have said (Gas--

staan did not take sufficient action on
economic development and employ-
ment, and she was accused of send-
ing a plan to Gov. Jim Doyle to
inerease the minimum wage without
the approval of the Legisiature,
Additionally, Sen. Dale Schultz, R-
Richiand Center; Rep. Bteve Freese,
R-Dodgeville; and Shery! Albers, R-
Reedsburg, asked Doyle to fire Gas-
sman because she shiffed millions of
dollars of W-2 money from rural
areas to Milwaukee, an allocation
CGassman sald was based on need.

E.mail: awaiar@madimn.m
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MADIS(}N —A Re~
publican iawmaker wants

to launch a‘sweeping audit -

of Wisconsin Works, saying .

legislators need fresh da,ta s
pio ’

sin Works or
ished in Apnl
Sen.. Alberta
in‘a letter Mimday .
Legislative Audit Commi

tee co-chairs state Sen"-

Carol Roessler,
and state Rep. .

Suzanne
Jeskewitz, R+
Menomonee

dark as to the success and

failures of W-2,” Darling -
‘spokesman Tom Petri ‘said.”
“Anew snapshot iS what'

the senator is after.”

W-2 has come u:nder 111"

tense criticism from Repu

lican lawmakers m recent :

weeks.

from southwestern. Wiscon-
sin demanded Gov. Jim

Doyle fire ‘Department 5P

Workforce Development
secretary ~ Roberta
Gassman in September

after-the-agency decided to
cut $13.8 miltion from . W-2 -
provider§ around the state

and funnel $1172 ‘million’to
Milwaunkee contractors.

The legislative Joint Fi-

nance Commiitee in De-

- cember transferred $1.9

million in bonus federal

funding to-state. cont:rae
- tors, ending the dusta up.
The committes that samie
day voted to end $19.8 mil
lion in funding for W-2's ex-

‘Several GOP ieg;sﬁators '

. for ‘benefits. DWD

cash assistance for.poor
families and | reguired Tecip-
ients to work in exchange .

tracts 'with cousties and
other agenmes to mn WZ _
locally R

" B ,..- .. 2
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W-2 firm
under close
watch
Fate of agency’s contract lies in

findings of state audit, monitor

By STEVE SCHULTZE
sschultze@ouralsantingl.com

In an unprecedented move, the state has
placed a private Milwaukee agency that
helps administer the Wisconsin Works wel-
fare-reform program under extra scrutiny to
determine whether it can keep ifs $79 mil-
lion contract.

This week, the Opportunities Industrial-
ization Center of Greater Milwaukee began
operating under the daily on-site watch of

- Bettie Rodgers, who for

“The state  merly administered the W-2

' rigmtnfaal ~soon:hire an atditor-to pro-
comfortable vide exira detail on the
" about how ﬁ“gf‘; zse of Wh-iz dmcney,
said Jodnna Richard, a top

mmomz s official with the state De
Spant. partment - of . Workforce De-
Rlchard Porter, velopment, . _
chairman of the Those actions were or
Opportunities dered by Gov. Jim. Doyie,
industrialization  after a federal indictment of
Center's board of  fotTner state Sen. Gary R
ditactors -+ George (D-Milwaukee), who

is accused of recetving about
$270,000 in industrialization
center funds through kickbacks from the
center's attorney., '

“The purpose of an auditor and 4 monitor
is to make a decision on whether or not the
contract should continue,” said Dan Leisti-
kow, a spokesman for Doyle.

The agency has not been ac:
cused of wrongdoing in con-
nection with the George indict-
rent, and center officials have
denied any improprieties.

OIC became the state’s larg-
est W-2 provider this week, as
its new $70.2 million 2004-'05
contract took effect and the
agency became responsible for
a larger portion of the Milwau-
kee County caseload. For the
first six years of the W-2 pro-
gram, OIC had state contracts
totaling $247 million. ’

The agency operates a vari-
ety of social service and job-
training programs, but its W2
contract is by far OIC’s largest
funding source.

Rodpers headed the state di-
vigion that oversees the W2
program from last March
through the end of 2008, An at-
torney and social worker by
training, Rodgers was selected
as OIC monitor because of her
familiarity with W2 and the
Milwaukee community, said
Richard.

Rodgers will serve as OQIC
monitor for at least one year.
Her $75,000 consultant fee will
be paid by QIC, which will not
get any additional state money
to cover the cost, according fo
an amendment added to OIC's
W-2 contract with. the state.
OIC also will use its W-2 mon-
ey to pay for a special auditor,
who will be selected In the
next couple of months, Rich-
ard said.

The contract amendment re-
quires OIC to cooperate in the
state probe, as well as “any
other government’s investiga-
tion imto issues including, but
not limited to, payments to for-
mer Sen. Gary George, atior-
ney Mark Sostarich and mem-
bers of the George family.”
Federal prosecutors have con-
tinted their investigation of
George.

Sostarich kicked back part
of the fees he collected from
OIC to George, who had been
an advocate for the agency,
according te the George indict-
ment. Sostarich has agreed to

plead guilty to a felony con-

- CORE, BEXE page
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spiracy charge ‘in connection
with the kickback allegations,
according to the indictment.

“The state has the right to
feel comfortable about how its
money is spent,” said Richard
Porter, chairman of OICs
hoard of directors.

W-2 is funded with a combi-
nation of federal ané state
money.

Porter said the center was

used toé having its work for the
state sorutinized. “I's pot new
to us, and we are not afraid of
it,” Porter said. “The soconer
peaple have the same sense of
confidenice (that OIC officials
have in the agency), the het-
.Eer 3

: Porter alse said he had no
objections to ancther state au-
dit of OIC that's been request-
ed by several state legislators.
That review, by the Legislative
Audit Bureau, is &l but cer-
tain to be approved, said Sen.
Carol Roessier (R-Oshkosh),
co-chairman of the Legisla-
fure’s Joint Andit Committee.

Roessler and Rep. Sue Jeske-

Milwaukee Journal Sentinel January 7, 2004

witz (R-Menomonee Falls), the
other committee co-chafr, will
meet later this month with
state Auditor Jan Mueller to
determine the timing and the
scope of that review. It's likely
fc include a separate probe of
OIC, as well as a broader re-
view of the state’s landmark
welfare reform program,
Roessler said.

Porter cantioned that having
more than one andit going on
simultaneously could create
confusion.

“Te a certain extent, the
more the merrier,” he said.
“What that adds .in costs and
confusmn you can only imag-
ine”

Senate Majority lLeader
Mary Panzer (R-West Bend)
has called for a specific probe

of all OIC state contracts,

while Sen. Alberta Darling {R-

River Hills} has requested a

broad review of the W-2 pro-

%z%m, inciuding a review of
1C.

The last time the audit bu-
rean examined the W2 pro-
gram was in 2001, .

That review was prompted,

in part, by allegations of im- .

proper spending of W-2 funds
hy twe other Milwaukes agen-
cies, Maximus Inc. and Em-
;)loyment Solutions. Maximus
continues as a W-2 provider in
Milwarkee County. Employ-
ment Soluiions dropped out of
the program at the end of 2001
after acknowledging having
used $300,000 in W-2 money to
geek welfare reform contracts
in other states,

The 2001 state audit found
that only a small portion of W-
2 clents had found jobs that
paid more than poverty-level
wages, It also faulted local W-2
agencies for inconsistency in

. Imposing penalties on clients

for program rule infractions.
The appointment of Rodgers

as OIC menitor was praised by

Kathleenn Mulligan-Hansel,
working families project coor-
dinator for the non-profit Insti-
tute for Wisconsin's Puture, a

“Milwaukee agency.

The state’s move to appoint

& monitor was critical to help

maintain the credibility of the

program, in Hght of the kick-

back allegations, Mulligan-
‘Hanse] said. _
The kickback scandal touch-

ing OIC adds evidence that us-
ing private firms fo run W2 in
some areas may have been a
mistake, she said.

But Assembly Speaker John
Gard, a key legislative author
of W-2 and charnpion of priva”
tization, said the OIC kickback
allegaﬁons shouldnt be used
as an excuse to labe] W-2 priva-
tization as a faflure.

“I don't think vou can pull
out ene problem and fhen iahel
everyone whe is & private or
ganization as not actmg m
good faith,” Gard said. - -

Milwaukee is one of several
Wisconsin counties where pri-
vate firms run W-2. County
government runs the program
it most parts of the state.

Rodgers was succeeded this
week as administrator of the
state’s Division of Workforce
Seclutions by William R. Cling-
an, who had formerly headed
the state’s unemployment in-
suratice program. .
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Kickback chargés against George dredge up fight over redistricting

By GRAEME ZIELINSKI
gigiinski@journaisentinel.com

After the 2000 census, the
fight in federal court over new
state legislative and congres-
-sional boundaries looked a lot
ke a fullemployment plan
for Wisconsin's politically
cennected law firms.

Both chambers of the Legis-

lature wrote a blank check,
and taxpayers wound up pay-
ing more than $2.4 million to
the lawyers working to protect
the power bases of their re-
spective tlamps, be they Re-
publican or Democrat.

Now comes the news that a
slice of the pie related to the
lawsuits, which were put to
bed in 2002 after producing a

forest’s-worth of paperwork,
may have been part of a kick-
back scheme involying former
state Sen. Gary George.

New federal charges against
(George say his aftorney Mark
Sostarich kicked hack $2,500
of the $17,700 he was paid by
the state Senate for his work
on George's part of the redis-
tricting fight.

Sostarich, a longtime
George ally and former chair-
man of the Wisconsin Demo-
cratic Party, is now coopera-
ting with federal prosecutors.
George’s five-count indiet-
ment says Sostarich was par-
1y fo other kickback schemes
that netted hundreds of thon-
sands of dollars for the Mil-
waukee Democrat.

Sostarich, of South Milwan-
kee, has agreed to plead guilty
later this month to separate
mail fraud charges related to
the other kickback schemes,

Other onetime allies, includ-
ing former staffer Dave Begel
and John Bowles, owner of
Milwaukee construction busi-

nesses, also are cooperating in
the case against George,
according to prosecutors,

I convicted on all five
counts, George faces up to 50
years in prison.

in the case of the redistrict-
ing lawsuit, Sostarich was
brought in after George
claimed in March 2002 that
then-Senate Majority Leader
Chuek Chvala had cut George
out of sirategy sessions for
the Senate Democrats’ redis-

-dricting suifs. -

U8, Distriet Judge Charles
N, Clevert Jr. allowed George
to break off from his col-
leagues, with whom George:
had disagreed on various pol-
icy issuss and who may have
been locking for political
payback in the redistricting,

Chvala later: blocked the
payment for. BSostarich's
work, according to several
Bemocrats. But the payment
went through a few days be-
fore Christmas 2002 under
Sen. Jon Erpenbach (D-Mid-
dieton) during a transitional
period for Senate Democrats,
according o Senate records,

There has been no official
suggestion that, apart from
the Sostarich money, any of
the millions paid in legal fees
was used improperly. But the
allegation has.brought niew. .
serutiny to the litigious way
in which Wisconsin sets its
electoral boundaries,

“It was % gravy train for all
the law firms involved,” said
Jay Heck, a spokesman for
Common Cause in Wiscon-
sin, a publicinterest group.
“This {charge) demonstrates
that the redistricting process
is in need of complete ovar-
ha .!}

W CORL. next page
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State Rep. Spencer Black
(D-Madison) said he tried to
cap the money paid in legal
fees to $600,000, the amount
pald by taxpayers after the
1980 census. Black has intro-
duced Jegislation that would
establish a citlzens commis.
sion to settle the houndaries,
which he said would ohviate
the need for lawsnits.

“The sky was obviously the
Hmit,” Black said. “It pains
me greatly to think how
many seniors could have had
their medicine paid for with
that money.” :

After the recent round of
lawsuits, firms that repre-
sented Republicans, led by
Michael Best & Friedrich,
were paid $1,604,344, while
those hired by Democrats,

led by Boardman Law Firm,
were paid 8749,924, according
to legisiative records. The at-
ter amount does not include
the payments to Sostarich,
who was a pariner at Petrie
& Stocking of Milwaukee at

_ thetims,

_other- things, that a_ Wiscon-

The suits, filed in early
2001, were first brought hy
Democrats - worried, ' among

sin State Election Board plan
for redistricting would dijute
so-called “minority-majority”
districts.

In March 2002, George
broke with the Senate Demo-
crats, ¢laiming that his “in-
teresis wers not being ade-
quately represented,” accord.
ing to a motion George filed,

In September 2002, George
requested that Clevert order
the state to pay Sostarich for
his tirde because Senate offi-
cials, then answering to
Chvala, had not acted on
George’s request for pay-
ment,

George wrote to the judge
that Sostarich was working
at a relatively bargain rate

because he had taken the-

case “out of respect for the
clients he represented and as
an act of civic responsibil-
ity.”

Clevert denied George’s re-
quest,

. But shortly before the 2002

elections, Chvala was re-
moved as majority leader
after he was charged with ex-
tortion and other felonies re-
lated to the catcus scandal.
The Republicans subsequent-
v won control of theBenate,
bhut for a few weeks, Erpen-
bach served as majority lead-
er until his Republican coun-
terpart Sen. Mary Panzer (R-
West Bend) could be sworn
in.

Erpenbach said in an inter-
view that there were no polit-
ical rcalculations in approv-
ing the payments to Sosta-
rich. In a committee vote,
Panzer signed off on the pay-
ment, according to Senate re-
cords, though state Sen. Atan
Lasee (B-De Pere) voted no.

The full Senate approved
the payment in a voice vote.

“The payment was approv-
ed because all senators were
covered for their legal fees on
redistricting,” said Erpen-
bach, who is now the minori-
ty ieader.

Erpenbach said that if it
turns out that Sostarich was
given the legal work in ex-
change for a kickback, “Then
we have to have §I7,000
hack.”
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Police league
tries to recoup

thousands

By Todd Richmond
Associated Press

The Milwaukee Police Ath-
letic’League is trying to recoup
thonsands of doliars former
state Sen. Gary George alleg-
edly received in a scheme to
defrand the organization,
chairman Peter Pochowsld told
The Associated Press Wednes-

day.
The league alsc is investigat-
ing whether it spent too much

money to build a $5 million ac-
tivity center after George alleg-
ediy rigged the construction
bids, Pochowski said.

Off-duty police officers nn
activities and sports for inner-
city children through the
ieague. ‘

“You would think you
wouldn't want to mess with
cops’ money,” said Pochowski,

"a former Milwaukee police

captain. “That lady who gave
us 35 wants to know her $5
went to the kids, Whatever ef-
fort it takes for us to do that,
we're going to do thar”

George, who was a league
board member and chairman,
has been indicted on five fed-
eral counts, including charges
connected with the alleged
league scheme.

He did not return a message
the AP left at his law office
Wednesday. His home phone
has been disconnected.

George's legal troubles are
the latest chapter in his flame-
out. The Milwaukee Democrat
was kicked out of office in the
fall in a recall over his support
of a Republican plan secking
legislative oversight of tribal
gambling compacts signed by
the govemnor.

Pochowski said George took

over s chairman of the

league’s board in January 2003,

Within two months, board
members knew something was
wrong and were upset with
hir, Pochowski said. He
wouldn't elaborate, saying he
expects to be subpoenaed in
the federal investigation.

Atwo-cotint indictment in
November accused George of
conspiring with attorney Mark
Sostarich to defraud the league
and a Milwaukee welfare pro-
vider. George got the board 1o
hire Sostarich as a lawyer for
the league. In return, Sostarich
gave abput $50,000 of his legal
fees to George, according to
the indictment. :

The other count alleges
George and Sostarich de-
frauded Wisconsin Works wel-
fare program provider
Opportunities Industrialization
Center of Greater Milwaukee in
a scheme similar to the league
allegations, The indictment
said Sostarich gave George
about $270,000 in kickbacks.

Gov. Jirn Dovle this week or-
dered daily state oversight of
the welfare contractor and an

audit of the organization. The
agency became the state's larg-
est W-2 provider when fis $79.2
million 2004-05 contract took
effect this week.

George has pleaded not
guilty to-both counts. Sostarich
has agreed to plead guilty to
one conspiracy count and is
conperating with investigators.

A federal grand jury indicted
George on three more conspir:
acy and money laundering
counts Tuesday. One of the
charges alleges George had au-
thority over the selection of 2
contractor to build the police
athletic league’s $5 million ac-
tivity center. He directed an .
gide te devise a scoring systern
that would ensure Central City
Construction, won the con-
tract, according to the indict-
ment.

Group seeks money from George
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George faces new criminal charges

Works, or W-2, welfare-to-work
program in the Milwaukee area

: could face up to 50 years in In allegations announced
Indlctmel’lt prison, up from 10 vears under  Tuesday, authorities said
hj f the ?ariier char%es. Ge:rge also: bidding &
Alongtime aide to George ‘Rigged bidding for con-
4ACCuses mo : also has been grafz;ted izt?gu- struction of a
. . . nity in exchange for testifying  $5 million
bld rlgglng against his former boss, the Milwaukee
U.S‘i.l;tmmey’s office in Mil- Palice Athlétic
By Phil Brinkman waukee safd, . League activity
(George, 48, was charged in center 1o
State government reporter November with two cacrigunts of ensurea
Afederal grand jury m Mil-  conspiracy for allegedly bilking  friend got the
waukee on Tuesday added thestate out of morethan  contract;
three charges to the indictment  $400,000 and taking kickbacks & Received o
against former state Sen. Gary  from a lawyer friend he helped  a kickback . Georae
George, including bid rigging  hire to represent two federally  from the orge
and money laundering. funded organizations, taxpayer-funded lawyer hired
The new charges carry with The charges came one day to represent Gevrgeina
them considerably stiffer pen-  after the Milwaukee Democrat  federal redistricting lawsuit;
alties. If convicted, George lost a recall election, # Used a Virgin Islands
television station controlled by Bowles, identified in the Sostarich paid George a $2,500 h laundert
the George family tolaunder = indictment only as kickback for representing him hT ¢ maney-laundering
- some of the money. “Businessman A,” allegedly inr a 2002 legal challenge to charge concerns the alleged
~ Asamember of the Police  paid George $15,000 to $20,000 proposed changes in legislative Payments from Bowles to At-
. Athletic League board, George  for helping him get state boundaties. . - . iangl_c Broadcasting, Pr osecut-
.~ had influence over which - - contracts. Healsosentmore: “Thelegislaturepaid .~ 0882y Georgemovedthe -
~ company was picked to build 2. than $100,000'to Atlanitic . © ~ Sostarich $17,669 for the work 10Dy 10 another account .
downtown Youth and Family  Broadeasting Corp., whick in December 2002, = under his own name.
Activity Center, Prosecutors . owns a television station in the Sostarich previousiy agreed In addition to the federal
say George directed his then  Virgin Islands partially to plead guilty to one count of  charpes, the state Ethies Board
aide, Dave Begel, tosetupa controlled by George, conspiring with George to recormmended last month that
scoring system guaranteeing according to the indictment. provide about $270,600 in Gearge face state criminal
Central City Construction got Bowles hasn't been charged,  kickbacks from legal fees paid charges, alleging he hid more
the contract. : and his attorney has denied - by the nonprofit Opportunities  than half a million dollars in-
The company s owned by _ the payments were kickbacks.  Industrialization Center of - income and illegally used his
John P. Bowles, a major donor ~ -Tuesday, pmsecutofs. said Greater Milwaukee, The center  Senate staff for personal gain.
to George's political campaignst they were giving Bege 1s one of three private agencies \
and the recipient of mere than  jmmunity. - that has a contract to The Ethics Board also re-
$800,000 in state contracts in The amended indictment e . commended state charges
the past four years. also alleges attorney Mark administer the Wisconsin against Begel for allegedly

using his state position to do
campaign work for George and

and gets federal money, filing false time sheets.
Sostatich also gave George Dane County District Attor-

$50,000 for legal workhe did  ney Brian Blanchard wouldn't

for the athletic league, which  say whether his office would

also gets federal money, bring charges, saying only the

g*fcgflding to the original in- . matter is “under review.”
ctment,

Begel atso wouldn't com-

<ment,
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George gets 3 new charges
Federal grand jury adds counts; total penalty could be 50 years

By GRAEME ZIELINSKI
gzielinski@lournalsentinel.com

Former state Sen. Gary
George was hit Tuesday with
three new federal charges, in-
cluding bidrigeging, money-
laundering and participating
in a newly disclosed kickback
scheme involving money from
the Legislature.

Also Tuesday, Dave Begel,
the onetime newspaper colum-
nist, car salesman and politi-
cal operator, emerged as the
latest loyalist to have turned
on George, his benefactor and
cne of Wisconsin’s most con-
froversial politicians.

The three pew counts

éege!: Tums'

JGeorge:

Invegtigation on His
continues, benefactor.

against George, returned late
Tuesday by a federal grand
hury, follow the outline of al-
ready disclosed charges and
raise his potential prison time
from 19 to 50 years if he's con-

SUMMARY

victed of all counts.

Begel, a colorfil figure who
once ciltivated the limelight
and exulted in rubbing elbows
with political big wheels, has
been granted Immunity in
this case in exchange for his
cooperation, prosecutors said,
though he still faces other
charges related to his rela-
tionship with George.

In one of the new counts,

‘Begel is said to have helped

rig a bidding process for the
construetion of the troubled
Police Athletic League — or
PAL - facility at 2320 W. Bur-

leigh 8t in Milwaukee, at

George’s hehest.
Begel joins Mark Sostarmh,

New charges against Gary George:
* M.Bid-rigging related to a Police
Athletic Usague building.

M Kickbacks of tax mongy paid to
pay George's attorney in redi stncnrg

fawsuit,

W Money-laundering of funds sent
by coniractor to Virgin Islands TV

station,” -

Previous charges: '

I Conspiracy fo defraud state vig
Kickbacks of legal fees paid by social

SBIViCA agency.

W Conspiracy 10 ohtain kickbagks of
legadl feas paid by Police Athistic

- League.

Possible prison time: 50 years,

a lawyér and former chair-
man of the Wisconsin Demo-
cratic Party, and John Bowles,
a Milwaukee business mogul,
as onetime confidants who are
cooperating at one lovel or an-
other with U.S. Attornev Ste--

- ven M. Biskupic's unrelenting

prosecution of George.

Begel served as chairman of
George's failed 2002 bid for
governor and also as George s
chief legislative aide.

Begel’s conduct in rigging

..CONL next page
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the PAL bid was described pro-
saically in a press release from
Biskupic's office; "Begel did as
he was told.” .

Sostarich was named in the
second new count as having
kicked back state Sanate mon-
ey to George. The cash, ap-
proved in 2002, was intended
to pay Sostarich’s legal fees re-
lating to George’s federal law-
suit challenging legislative re-
distrieting.

Paid $17,700 by the stats,
Sostarich kicked back $2,500 to
George, ‘according to the in
dictment, o

Sostarich was not charged in
Tuesday's indichment, though
he was charged in November
with mail fraud — charges to
which he's agreed to plead
gailty. He 15 scheduled for a
hearing on a plea agreement
in federal court Jan. 30.

In the third néw count,
George is charged’ with laun-
dering money sent by Bowles
in exchange for George's help
in getting lucrative construc-
fion contracts. It was Bowles'
Central City Construction firm
that received the allegedly

budlding.:

~According to the indictinent,

the money moved.through the
bank account of the Atlantic
Broadeasting Corporation, a
Virgin Islands television sta-
tion associated with George
and his relatives, to George’s
account at Legacy Bank in Mil-
wankes,

Another longtime George
ally, Madison eriminal defense
lawyer Bruce Rosen, withdrew
from George's case oarlier this
month, citing George's inabili-
ty to come up with cash.

George did not return phone
calls Tuesday. )

Biskupic demurred when
asked Tuesday whether even
more charges could be ex-
pected,

“The investigation Is ongo-
ing,” he said,

Whoever takes George’s case
will have the added complica-
tions of Tuesday's charges,
and the fact that some of the
pillars of his inner circle have
been cooperating with prose.
cutors — and with the FB, the
state Ethics Board and the
IRS, on whose investipations

the current charges were

igged: cantract for the PAL

based.

The original two-count in-
dictment issued Nov. 18 ac-
cused George of benefiting
from a kickback scheme that
bilked hundreds of thousands
of dollars In legal fees from
Opportunities Industrializa.
tion Center, a. social services
agency that operates the W3
program in Milwaukee Coun-
ty, and from PAL, the non-prof-
it kids group with close ties to
the Milwaukee Police Depart-
ment,

George, who was first elect-
ed in 1980 and who lost a recall
election in October, also was

.charged in. the November in-

diciment with taking tens of
thousands of doilars from
Bowles, in exchange for being

awarded the state construction -

contracts,

Neither the criginal indict-
ment nar the new charges
hamed Bowles specifically, but
his lawyer has acknowledged

" his identity as “Businessman
A

Last month, the state Ethics
Board recommended that Be
gel be prosecuted for cam-
palgning for George on state
time,-lying on siate time
sheets and ordering an-uniden-

“tified George staffer to do cam-

paign work, ‘

The board also recommend-
ed that George be prosecuted
for using state employees for
personal business and  cam-
paign. work and failing to re-
port hundreds of thousands of
dollars in.ouiside income.

Brian Blanchard, the Dane
County district attormey to
whomt the recommendations
were referred, said his, office
had come fo no decision on
whether to issue new charges
against George or Begel.

The once-loguacious Begel,
in a brief telephone interview,
declined all comment on the
troubles swirling about him.,

“I have nothing to say, all
right?” he said.

Begel, a North Shore native,
has been a reporter, including

" at The Milwaukee Journal. He

worked in public relations —
including for Milwaukee Pub-
lic Schools — as a Toyota
salesman, and as a spokesman
for New York City schools.

" Steve Schultze of the Jourpal Sentinel
slaff contributed to this raport.
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State mustregulaﬂy
~ auditW-2 program

r the first time in recent memory, former
state Sen. Gary George has helped his old
district, albeit inadvertently,

US. Rep. Jerry Kleczka, D-Wis,, wants 4 fed-
eral investigation into whether pubhc funding
for the Wisconsin Works welfare reform pro-
gram, W-2 for short, went for 1}Iega1 kickbacks
George aliegedly took.

“Also, state Seit. Alberta Datling, R-River

Hiils, wants the state Legislative Audit Bureau

to look at, among other t.‘mngs, admsmstrauve
custs for the program,

-The organization with which $270,000 i al-
Ieged kickbacks to George angmated iz one of
the contractors that runs W-2 in the Milwaukee
area, It has received about $147 million in W-2
payments through the state since 1997

That’s only one reason to look at W-2 agen-

cies. The others include their failure to put
even 35 percent of their clients to work, W2
costs twice as much per case as the old cash
program. At the same time, however, contract-
ing agencies’ CEOs earn up to $205,000 and
administrative eXpenses account for 63 percent

. cf the program’s cost,

“(overnments can’t just mrn over: pablm pro-

| grams 0 prwate organizations and say, “Here,

deal with it.” They have to monitor their perfor»
mance to make sure tax dollars are wei!fspent
and citizens are well-served. ,

“Yet, it’s been almost four years since thﬁ
state’s:audit bureau took stock of the program,
which is much too.Jong, considering the stakes.
Inn the spectrum of privatized programs, W-2 is
the granddaddy. It cost the state almost $313
millton in 2002 and 2003. It is supposed to
tielp poor people get and keep jobs so they can
be independent of the state.

Regular audits should become a staple of
W-Z, not because we want to see it fail, but be-
cause it must succeed.
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