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Thank you Co-chair Kerkman, Co-Chair Cowles, members of the Committee and Audit Bureau. 
 
We appreciate this opportunity to discuss the relationship between the UW System institutions and their affiliated 
foundations.  
 
Before I begin, I would like to thank Regent Grebe and members of the Board of Regents for their understanding and 
appreciation of the important relationship UW institutions have with their affiliated foundations.   They have worked 
hard to respect this relationship and to ensure the integrity of the interactions between the UW institutions and their 
affiliated foundations.  I would especially like to express my appreciation to Regent Grebe for his leadership throughout 
this process.  His extensive corporate, legal, and non-profit experiences, as well as his thoughtful approach to complex 
matters, have been invaluable to the Board, to me personally, and to the entire UW System during the last few months.   
 
In addition, I would like to state that the actions of two former UW-Oshkosh executives does not reflect the standards 
we all expect from all UW System employees.  The relationship between our universities and their affiliated foundations 
plays an important role in supporting our campuses and students.  We understand that these partnerships must be 
above reproach.   
 
Now, I would like to turn it over to Regent Grebe to comment on UW-Oshkosh and our response to that situation. 
Thank you, Regent Grebe.  I echo your deep disappoint in UW-Oshkosh’s former leaders and your commitment to 
protecting the interests of our students, taxpayers and institutions. 
 
Thank you, Regent Grebe. 
 
So, what are we doing to prevent such actions from happening in the future?  Our efforts are divided into two 
categories:  Financial transactions between the UW institution and their affiliated foundation as well as the Formal 
Agreements between the institution and their affiliated foundations.   
 
Financial Transactions 
As Regent Grebe mentioned, the UW System is conducting a comprehensive assessment of payments made from a UW 
institution to their affiliated foundation.   
 
Our financial staff looked at documentation for each and every transaction that was valued at $5,000 or more – as well 
as multiple transactions that totaled $5,000 or more in one fiscal year.   
 
This established a materiality threshold and resulted in UW System financial staff analyzing 97 percent (97%) of all 
payments made to foundations during that seven-year period.   
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We have discussed the process with our colleagues and with the Legislative Audit Bureau staff.  What process did we use 
to query this database and what did we find?  Here is a brief overview of the process and some of what we found. 

 
• UW System financial staff performed a query for any payment issued to a foundation using any derivative of the 

word “foundation,” such as “UW foundation, campus foundation” and abbreviations of the word “foundation.” 
 

• This query identified 2,072 financial payments from a UW institution to its affiliated foundation over the last 
seven years. 
 

• Of those 2,072 payments, 377 transactions were either valued at $5,000 or more – or totaled $5,000 or more in 
a fiscal year.  We looked at the documentation for all 377 transactions. 
 

• 1,141 of the total 2,072 financial payments were valued at less than $500.  In fact, 796 of them were for $200 or 
less and averaged $83.42. 

 
So, why and when would a UW institution actually make payments to their affiliated foundation – shouldn’t that always 
be the other way around?  No, there are a number of reasons these transactions might be necessary.  Here are just a 
few examples: 
 

• A student receiving a scholarship withdraws.  Foundations prepay scholarships to the institution, so if a student 
does not enroll or withdraws, that scholarship is returned to the foundation so it can be used in the future. 
 

• Real estate lease agreements for renting space in foundation-owned buildings.  For example, UW-Platteville has 
a lease agreement for a residence hall.  UW-Milwaukee rents space from its foundation in UWM’s research park.  
Of course, these agreements were approved by the Department of Administration, and we also take projects 
through the State Building Commission process as needed. 
 

• Donation errors.  Donors often omit the word “foundation” when they write their check, assuming the funds will 
go to the affiliated foundation.  However, without that key word, the funds go into the UW institution’s account.  
Once a university is able to establish the donor’s intent, the university cuts a check to the foundation for that 
amount.  This has been an issue for a number of years.  We continue to work toward improving this process so 
donor intent is clear and the corresponding financial transaction accurately does not have to be redone.   
 

To better capture potential payments to the affiliated foundation that might happen outside of the state or the 
institution’s accounting process, we now require that affiliated foundations provide us with their annual financial 
statement.  As Regent Grebe mentioned during his testimony, we are requiring foundations to provide us with a more 
detailed annual financial report.   
 
Foundations that receive annual contributions of more than $500,000 must submit an independent audit.  The UW 
System financial and audit staff will review each statement to determine if institutional payments to the foundation 
align with the payments received by the foundation.  Additionally, UW System financial and audit staff will review each 
statement for materiality.   
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Now, let me switch to the second area:  Formal Agreements 
 
We recently provided each UW institution with a document outlining the best practices, the principles, and the 
requirements in a formal agreement (normally an MOU) between a UW institution and its primary foundation as well as 
any real estate foundation.  Our requirements were established by looking at best practices in other states, as well as 
model principles established by the Association of Governing Boards of Universities and Colleges. 
 
While many of the existing MOUs already contained these requirements, UW System legal counsel is reviewing every 
MOU to make certain these comprehensive requirements are contained within the university and foundation’s 
governing document.  If an MOU does not have the required conditions, the UW System will work with the institution to 
have the affiliated foundation board ratify the updated MOU.  
 
Conclusion 
In summary, we have taken decisive, transparent, and accountable steps to protect our universities, to protect 
taxpayers, and to improve the important relationship we have with our affiliated foundations.  We are also finalizing our 
comprehensive financial review of any payments made to a foundation in the last seven years, and we will share our 
summary report with you and the Legislative Audit Bureau within the next few weeks. 
 
Thank you again for the opportunity to be with you today to explain what we have done, what we are doing, and how 
we intend to monitor and improve our relationships with our affiliated foundations in the years ahead.   
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