








In accordance with Government Auditing Standards, we will also issue a report dated
December 13, 2012, on our consideration of UW System’s internal control over financial
repotting; our tests of its compliance with certain provisions of laws, regulations, contracts, and
grant agreements; and other matters. The purpose of that report is to describe the scope of our
testing of internal control over financial reporting and compliance and the results of that testing,
and not to provide an opinion on the internal control over financial reporting or on compliance.
That report is an integral part of an audit performed in accordance with Government Auditing
Standards and should be considered in assessing the results of our audits,

Our audits were conducted for the purpose of forming an opinion on the financial statements of
UW System. The supplementary information included as Management’s Discussion and Analysis
on pages 11 through 25 is presented for purposes of additional analysis and is not a required part
of the financial statements., We have applied certain limited procedures to the information. These
procedures consisted of inquiries of management about the methods of preparing the information
and comparisons of the information for consistency with management’s responses to our
inquiries, the financial statements, and other knowledge we obtained during our audits of the
financial statements. We do not express an opinion or provide any assurance on the information
because the limited procedures do not provide us with sufficient evidence to do so. The
supplementary information on pages 3 through 9 is presented for purposes of additional analysis
and is not a required part of the financial statements. Such information has not been subjected to
the auditing procedures applied in the audits of the financial statements and, accordingly, we do
not express an opinion or provide any assurance on it.

LEGISLATIVE AUDIT BUREAU

December 13, 2012 by
oe Chrisman

State Auditor
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Statements of Net Assets

University of Wisconsin System June 30, 2012 June 30, 2011

ASSETS
Current Assets:

Cash and Cash Equivalents 1,347,503,294 1,077,329,742
Accounts Receivable, Net 270,037,088 243,792,180
Student Loans Receivable, Net 31,331,994 31,492,975
Capital Lease Receivable 1,734,458 2,046,552
Inventories 41,927,614 42,460,241
Prepaid Expenses 41,916,962 56,703,892
Deferred Charges 13,025,534 12,480,565
Total Current Assets 1,747.,476,944 1,466,3006,147
Noncurrent Assets:
Endowment Investnients 389,490,528 396,030,011
Student Loans Receivable, Net 159,402,200 159,995,29¢
Capital Lease Receivable 5,081,997 6,822,949
Land 153,136,989 146,661,290
Improvements Other Than Buildings, Net 160,985,009 162,906,852
Construction In Progress 628,269,767 472,054,609
Buitdings, Net 3,178,609,464 2,939,943,940
Equipment, Net 348,342,634 352,846,024
Library Holdings 1,113,413,084 1,124,236,51}
Total Noncurrent Assets 6,136,731,672 5,761,497,476
TOTAL ASSETS 7,884,208,616 7,227,803,623
LIABILITIES
Current Liabilities:
Accounts Payable and Acerued Liabilities 252,509,947 241,927,707
Notes and Bonds Payable 64,788,053 54,725,233
Capital Lease Obligations 6,600,565 6,195,666
Unearned Revenues 166,834,790 167,077,712
Compensated Absences 73,134,934 69,316,765
Deposits of Student Organizations 1,960,545 2,205,195
Total Current Liabilitics 565,828,834 541,448,278
Noncurrent Liabilities;
Notes and Bonds Payable 1,391,254,634 1,162,706,993
Capital Lease Obligations 18,479,708 23,712,627
Compensated Absences 63,292,247 62,629,523
Total Noncurrent Liabilities 1,473,026,589 1,249,049,143
TOTAL LIABILITIES 2,038,855,423 1,790,497,421
NET ASSETS
Invested in Copital Assets, Net of
Related Debt 4,101,633,987 3,951,308,708
Restricted for:
Nonexpendable 154,999,375 155,641,629
Expendable 274,236,248 338,257,038
Student Loans 227,507,281 224,919,387
Other 226,823,333 159,745,430
Unrestricted 860,152,969 607,434,010
TOTAL NET ASSETS 5,845,353,193 5,437,306,202
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The accompanying notes to the financial statemenis are an integral part of these statements.









Statements of Cash Flows (Continued)

University of Wisconsin System Year Ended June 30, 2012 Year Ended June 30, 2011

Reconcilintion of Operating Loss to Net Cash Used in Operafing Activitics

Operating Loss $ (939,446,360) § (977,787,781)
Adjustmenis to Reconcile Operating Loss fo
Net Cash Used in Operaiing Activities:
Depreciation Expense 238,412,424 224,072,691
Changes in Assets and Liabitities:
Receivables, Net (25,450,622} 42,917,995
[nventorics 532,627 (1,527,789)
Prepaid Expenses 14,519,853 (9,493,321)
Deferred Charges 1,325,420 (4,234,164)
Accounts Payable and Accrued Liabilities 15,693,701 (112,846,113)
Unearned Revenues (280,923) (18,500,482)
Compensated Absences 4,480,893 (761,441)
Net Cash Used in Operating Activities $ (690,212,987) 8§ (858,166,405)
Noneash Investing, Capital and Financing Activities
Capital Leases (Initfal Year):
Fair Market Value $ 2,269,550 $ 2,475,488
Current Year Cash Payments (270,571) (55,498)
Gilts-In-Kind 14,482,889 9,863,032
Net Change in Unrealized Gains and Losses (14,910,911) 50,261,461

The accompanying notes to the financial statements are an integral part of these statements.
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UNIVERSITY OF WISCONSIN SYSTEM
Notes to the Financial Statements
Years Ended June 30, 2012 and 2011

NOTE 4 - Liabilities

Accounts payable and accrued liabilities, consisting of salary and fringe benefits, due to state agencies and
other governments, and vendor payables, resulting from University of Wisconsin System activities as of
June 30, 2012 and 2011, are summarized as follows:

Due to State
Agencies and

Fiscal Year 2012 Salary and Other Total
Eringe Benefits Governments Yendors Payables

UW System Activities:

Operating $ 20,785,345 $64,424,328 $ 46,624,226 $131,833,899
Gifts, Grants, and Contracts 3,585,897 4,506,591 14,199,338 22,291,826
Capital Projects - 2,851,566 91,338,586 94,190,152
Auxiliary Enterprises 530,338 220,312 1,120,457 1,871,107
Investment and Other 37.738 380,786 1,904,439 2.322.963
Total Activities 2 18 $72.383,583 $155,187,046 §252,509,947

Due to State
Agencies and
Fiscal Year 2011 Salary and Other Total
Fringe Benefits Governments Yendors Payables

UW System Activities:

Operating $ 18,939,429 $50,712,475 $ 58,632,397 $128,284,301
Gifts, Grants, and Contracts 3,122,793 3,191,381 23,535,682 29,849,856
Capital Projects - 800,761 77,353,903 78,154,664
Auxiliary Enterprises 462,617 293,413 1,160,457 1,916,487
Investment and Other 20411 427.543 3,274,445 3,722,399
Total Activities §22.545.250 $ 55,425,573 $163,956,884 $241,927,707

As of June 30, 2012, current liabilities totaled $565.8 million inclusive of $2.0 miilion in deposits of
student organizations, $252.5 million of accounts payable and accrued liabilities, $166.8 million of
uncarned revenue, and the current portion of notes and bonds payable, capital lease obligations, and

compensated absences.

Noncurrent liabilities consisted of notes and bonds payable, capital lease

obligations, and compensated absences that totaled $1,473.0 million at June 30, 2012, relative to a total of
$1,249.0 million at June 30, 2011. Total noncurrent liabilities increased by $224.0 million relative to fiscal

year 2011,

Long-term liability activity for the fiscal years ended June 30, 2012 and 2011 is as follows:

2012 Balance
Long-term Liabilities July 1, 2011

Increases/

Decreases

Balance
June 30, 2012

Current
Portion

Bonds Payabie $1,158,239,000 $218,110,431 $1,376,349,521 $ 54,062,404
Notes Payable 59,193,136 20,500,031 79,693,167 10,725,649
Capital Lease Obligations 29,908,293 (4,828,021) 25,080,272 6,600,565
Comnpensated Absences 131,946,288 4,480,893 136,427,181 73.134,934
Total $ 1.379.286,807 $238.263,334 $1,617.550,141 $ 144,523,552
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Attachment 13

Guidelines for the Evaluation of Distance Education
As Developed by the Council of Regional Accrediting Commissions (C-RAC)

UWM is utilizing best practices in instructional design to increase student-instructor
interaction and engage students in active learning in its distance education programs,
UWM'’s online and blended learning courses offer the same high-quality curriculum and
are taught by the same faculty as on-campus classes, and they are designed to maximize
learning outcomes. Courses go through a rigorous instructional design process that is
built on a foundation of both disciplinary and instructional design expertise. UWM has
been developing and enhancing online and blended learning programs and opportunities
for traditional and non-traditional students since 1999. UWM’s online Master’s in
Library and Information Science, for example, enrolls more than 500 students, making it
one of the largest master’s programs at UWM. It is nationally ranked as a ‘Top 20°
distance education MLIS program. Additionally, in 2012, UWM’s U-Pace online
instructional design approach, developed by Professor Diane Reddy and used in
Psychology 101 and other general education online survey courses, won the National
University Technology Network’s Distance Education Innovation Award, which
recognizes national contributions to the field of distance education.

Consistent with UWM’s integrated approach to distance education, in which online
programs are administered at the departmental level alongside face-to-face programs (as
opposed to being housed in a separate outreach or distance education-focused unit), the
University does not have unique merit criteria for evaluating teaching and scholarly work
related to distance education. A/l instruction is evaluated annually as part of the merit
review process. The University’s Learning Technology Center has, however,
disseminated quality standards for online instruction through its widely attended
workshops, peer evaluation program, and Certificate in Online and Blended Teaching for
faculty and instructional academic staff,

An array of technologies is available to UWM’s faculty in delivering their online courses.
The most pivotal technology is the learning management system, Desire2Learn (D2L).
Desire2Learn (D2L.uwm.edu) offers our faculty the ability to disseminate course
information, coordinate asynchronous class discussions, facilitate group projects, and
provide students feedback on their learning through quizzing and gradebook features.
Other technologies available to our faculty include tools to produce audio lectures,
facilitate synchronous, showcase student work (D2L ePortfolio), and many more. All of
these technologies are supported by the UWM Learning Technology Center (LTC), and
helping to ensure that the technologies employed in distance education courses is
appropriate to the course and program learning outcomes.












