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THE LEGISLATIVE POST Audit Committee and 
its audit agency, the Legislative Division of Post 
Audit, are the audit arm of Kansas government.  
The programs and activities of State government 
now cost about $10 billion a year.  As legislators 
and administrators try increasingly to allocate tax 
dollars effectively and make government work more 
effi ciently, they need information to evaluate the 
work of governmental agencies.  The audit work 
performed by Legislative Post Audit helps provide 
that information.

 We conduct our audit work in accordance 
with applicable government auditing standards 
set forth by the U.S. Government Accountability 
Offi ce.  These standards pertain to the auditor’s 
professional qualifi cations, the quality of the audit 
work, and the characteristics of professional and 
meaningful reports.  The standards also have been 
endorsed by the American Institute of Certifi ed 
Public Accountants and adopted by the Legislative 
Post Audit Committee.

 The Legislative Post Audit Committee is a 
bipartisan committee comprising fi ve senators and 
fi ve representatives.  Of the Senate members, three 
are appointed by the President of the Senate and 
two are appointed by the Senate Minority Leader.  
Of the Representatives, three are appointed by the 
Speaker of the House and two are appointed by the 
Minority Leader.

 Audits are performed at the direction of 
the Legislative Post Audit Committee.  Legislators 

or committees should make their requests for 
performance audits through the Chairman or any 
other member of the Committee.  Copies of all 
completed performance audits are available from 
the Division’s offi ce.

The Legislative Division of Post Audit supports full access to the services of State government for all 
citizens.  Upon request, Legislative Post Audit can provide its audit reports in large print, audio, or other 
appropriate alternative format to accommodate persons with visual impairments.  Persons with hearing 
or speech disabilities may reach us through the Kansas Relay Center at 1-800-766-3777.  Our offi ce 
hours are 8:00 a.m. to 5:00 p.m., Monday through Friday.
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October 10, 2006

To:   Members, Legislative Post Audit Committee
 
 Senator Les Donovan, Chair Representative John Edmonds, Vice-Chair 
 Senator Anthony Hensley  Representative Tom Burroughs
 Senator Nick Jordan  Representative Peggy Mast
 Senator Derek Schmidt  Representative Bill McCreary
 Senator Chris Steineger  Representative Tom Sawyer
 
 This report contains the fi ndings, conclusions, and recommendations from our 
completed performance audit, Kansas Technology Enterprise Corporation: Reviewing 
Bonuses Paid to Employees of KTEC and Its Subsidiaries.

 The report includes several recommendations for the Kansas Technology 
Enterprise Corporation to ensure that bonuses it pays to its employees are legal and in 
line with legislative intent.  We would be happy to discuss these recommendations or any 
other items in the report with any legislative committees, individual legislators, or other 
State offi cials.

      Barbara J. Hinton
       Legislative Post Auditor
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Get the Big Picture
Read these Sections and Features: 

1. Executive Summary - an overview of the questions we 

asked and the answers we found. 

2. Conclusion and Recommendations - are referenced in 

the Executive Summary and appear in a box after each 

question in the report. 

3. Agency Response - also referenced in the Executive 

Summary and is the last Appendix. 

Helpful Tools for Getting to the Detail 

� In most cases, an “At a Glance” description of the agency or 

department appears within the first few pages of the main report. 

� Side Headings point out key issues and findings. 

� Charts/Tables may be found throughout the report, and help provide 

a picture of what we found. 

� Narrative text boxes can highlight interesting information, or 

provide detailed examples of problems we found. 

� Appendices may include additional supporting documentation, along 

with the audit Scope Statement and Agency Response(s).

Legislative Division of Post Audit 

800 SW Jackson Street, Suite 1200,   Topeka, KS 66612-2212 

Phone: 785-296-3792      E-Mail: lpa@lpa.state.ks.us

Web: www.kslegislature.org/postaudit
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The Kansas Technology Enterprise Corporation (KTEC) was created by 
the 1986 Legislature as a public corporation to promote technology-based 
economic development in Kansas.  KTEC has created a network to help 
achieve its goals including the Mid-America Manufacturing Technology 
Center (MAMTC), a wholly owned subsidiary with 26 employees currently, 
that helps small manufacturing companies modernize their operations so 
they can remain competitive.

KTEC will have paid its employees more than $550,000 in additional 
compensation from 2004 to 2006.  KTEC has paid 21 employees annual 
bonuses totaling almost $333,000 over the last three years to make its 
employee compensation more competitive.  KTEC also plans to give 
some employees supplemental payments totaling $224,000 for services it 
provided to the Kansas Bioscience Authority—half the amount the Authority 
paid to KTEC for management, investment, and reporting services.

Over the last 10 years, the Legislature has attempted to restrict 
additional compensation for KTEC employees in two ways.  First, 
the 1996 Legislature amended K.S.A. 74-8105(b)(1) to prohibit KTEC 
employees who receive salaries from State funds from receiving additional 
compensation for work done on behalf of subsidiaries, related entities, or 
businesses in which KTEC invests.  Second, the Legislature has included 
a proviso in the appropriations acts since 1997 prohibiting KTEC, its 
subsidiaries, agencies, and instrumentalities from using State-appropriated 
money for bonuses or other additional compensation. 

In general, the additional compensation KTEC provided wasn’t 
prohibited by the restrictions in State law.  The bonuses KTEC has 
given its employees weren’t prohibited by the proviso restrictions because 
payments were made out of investment earnings through KTEC Holdings, 
and not from State appropriated funds.  Generally, bonuses are not 
prohibited by the 1996 statutory amendments because they were paid for 
work done on behalf of KTEC, and not on behalf of a KTEC subsidiary or 
other related entity.  However, three employees did receive bonuses based 
in part on work done for subsidiaries—15% of one employee’s bonus was 
for overseeing changes to the staffi ng structure at MAMTC, and 10%-20% 
of the bonuses for two other employees was for accounting and reporting 
work done for KTEC Holdings.  The Governor’s moratorium on State 

EXECUTIVE SUMMARY
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Overview of the Kansas Technology Enterprise Corporation

Question 1: What Bonuses Were Paid to Employees of KTEC and Its 
Subsidiaries in Recent Years, and Was Payment of Those Bonuses 

Consistent with State Law and Other Requirements?

..................page 3
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employee bonuses, which has been in effect since 2004, doesn’t apply to 
KTEC because it is not under the Governor’s authority. 

The Bioscience Authority’s contract with KTEC doesn’t prohibit 
KTEC from using the fees for additional compensation to its 
employees.  The Authority paid KTEC $448,333 for services it provided.  
Of that amount, the KTEC Board of Directors authorized $224,000 to be 
distributed as supplemental pay to KTEC employees. The Authority’s 
contract with KTEC was very vague regarding the work that would be 
performed, but didn’t prohibit using the money for supplemental payments 
to KTEC employees. 

MAMTC has paid 44 employees almost $437,500 in bonuses over the 
last three years, primarily for meeting performance goals.  MAMTC 
pays bonuses based on performance of the corporation and also on 
individual employee’s performance.  There are no restrictions in State 
law to prevent MAMTC from paying bonuses to its employees because 
MAMTC pays bonuses from net revenues, which are based on fees 
charged to customers for services.

Question 1 Conclusion

Question 1 Recommendations

KTEC uses bonuses to make its employee compensation more 
competitive.  KTEC offi cials said employee bonuses helps recruit and 
retain employees with specialized skills.  KTEC pays its employees 
bonuses for their performance in their regular job duties.  Each year, goals 
and objectives are established for each employee. After the year is over, 
KTEC conducts reviews to determine how well each employee achieved 
the specifi ed goals and objectives and the bonuses are based on those 
reviews.  KTEC doesn’t routinely keep the documents that show whether 
the employees achieved their goals, but we reviewed the 2006 documents, 
which hadn’t been disposed of yet.  The documents showed that the 
employees who received bonuses achieved 93% to 105% of the goals and 
objectives.  As evidence of the need for bonuses to make salaries more 
competitive, KTEC provided studies comparing its President’s salary to the 
compensation of high-level university offi cials and executives at science 
and technology research institutes.

MAMTC uses bonuses as a reward for employee and corporate 
performance.  MAMTC’s formula for calculating bonuses has changed 
over the last few years, but in 2006, the bonus pool for MAMTC 
employees was based on the corporation’s net revenues and various 
performance targets, including some on which MAMTC’s federal funding is 

Question 2: What Were KTEC Offi cials’ Purposes in Paying Bonuses to 
Their Own Employees or Employees of KTEC Subsidiaries, and 

Are They Able To Demonstrate That Those Purposes Were Achieved?
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based.  Because MAMTC didn’t meet its goals for net revenues in 2006, it 
didn’t pay any regular bonuses.  However, its Board of Directors approved 
individual bonuses for the Chief Executive Offi cer and three fi eld engineers 
based on their individual performance, totaling about $22,000.

Question 2 Conclusion

Question 2 Recommendations

APPENDIX A:  Scope Statement

APPENDIX B: Agency Response

This audit was conducted by Melissa Doeblin.  Leo Hafner was the audit manager.  If you need 
any additional information about the audit’s fi ndings, please contact Melissa at the Division’s 
offi ces.  Our address is: Legislative Division of Post Audit, 800 SW Jackson Street, Suite 1200, 
Topeka, Kansas 66612.  You also may call us at (785) 296-3792, or contact us via the Internet at 
LPA@lpa.state.ks.us.
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Kansas Technology Enterprise Corporation: Reviewing 
Bonuses Paid to Employees of KTEC and Its Subsidiaries

Since the mid 1980s, Kansas has had three agencies with a role in 
fostering economic development for the State:  Kansas Inc., the 
Department of Commerce, and the Kansas Technology Enterprise 
Corporation (KTEC).

Over the years, Legislative Post Audit has conducted several audits 
dealing with various aspects of the operations of these economic 
development agencies.  A 1996 audit reviewed the compensation 
of executives in Kansas’ economic development agencies.  A 
1998 audit reviewed the State’s investment in venture capital 
and the return it has gotten on that investment.  In January 2001, 
Legislative Post Audit issued an audit reviewing the coordination 
and effectiveness of economic development programs in Kansas.

Legislators recently have expressed concern about bonuses 
reportedly paid to employees of KTEC and its subsidiaries, whether 
those bonuses were appropriate and reasonable, and what benefi ts 
they resulted in.

This limited-scope performance audit addresses the following 
questions.

What bonuses were paid to employees of KTEC and its 
subsidiaries in recent years, and was payment of those 
bonuses consistent with State law and other requirements? 

 What were KTEC offi cials’ purposes in paying bonuses to 
their own employees or employees of KTEC subsidiaries, 
and are they able to demonstrate that those purposes were 
achieved? 

To answer these questions we gathered salary and bonus 
information, reviewed a legal opinion, talked to legislators who 
were on the House Economic Development Committee and the 
Committee’s staff, reviewed applicable statutes, and checked to see 
if KTEC and its subsidiaries were meeting statutory requirements.  
We also interviewed agency staff and examined how the agency 
measures program results.

A copy of the scope statement approved by the Legislative Post 
Audit Committee for this audit is included in Appendix A.

1.

2.



PERFORMANCE AUDIT REPORT
Legislative Division of Post Audit

October 2006.

2

In conducting this audit, we followed all applicable government 
auditing standards set forth by the U.S. General Accounting 
Offi ce.  Among other things, those standards require us to 
disclose anything that may be viewed as an impairment to our 
independence.  The boards of KTEC and one of its subsidiaries, 
the Mid-America Manufacturing Technology Center (MAMTC), 
have legislative members, including two current members of the 
Legislative Post Audit Committee, Senator Nick Jordan and Chris 
Steineger on the KTEC Board of Directors, and Senator Chris 
Steineger on the MAMTC Board of Directors.

Once an audit is assigned to us, members of the Legislative Post 
Audit Committee have no ability to affect how we do our work 
or what we fi nd.  Their membership on the KTEC and MAMTC 
boards had no impact on the conduct of this audit, or on the 
fi ndings, conclusions, or recommendations we reached.

Our fi ndings begin on page 6, following a brief overview of 
KTEC.
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KTEC is a statutorily established public corporation that supports 
the development and commercialization of new technologies by 
promoting technology-based economic development in Kansas.  It is 
governed by a 20-member board of directors made up of individuals 
from the private sector, government, and academia, including four 
members of the Legislature.

KTEC’s primary goal is to support entrepreneurs and technology 
companies by creating rapid-growth companies, higher paying 
jobs, and a sustainable technology-based component to the State’s 
economy.

KTEC has created a network of programs, affi liates, and subsidiary 
companies to help accomplish its economic development objectives.  
That network includes these wholly owned subsidiaries:

KTEC Holdings, Inc. – Established in 1988, this subsidiary of KTEC 
receives returns from KTEC programs and uses the proceeds to 
invest in emerging companies, fund other KTEC programs and 
operations, and enhance the compensation of KTEC employees.

 Mid-America Manufacturing Technology Center (MAMTC) 
– Established in 1991, MAMTC is a non-profi t engineering fi rm that 
helps small manufacturing companies modernize their operations so 
they can remain competitive.  To do this, MAMTC provides clients with 
technical training, engineering expertise, equipment demonstrations, 
and consulting services.

 Innovative Technology Enterprise Corporation (ITEC) – This 
subsidiary was established as a vehicle to raise funds to work directly 
with independent inventors and provide funding for innovation 
opportunities.  ITEC has modest assets ($25,000) and no staff.  No 
expenditures have been made for staffi ng or to KTEC employees.

 Information Research Corporation (IRC) – This entity was 
established to provide market research services for Kansas 
innovators.  IRC has been dormant for the past few years, and has 
no assets and has never had any staff.  No expenditures have been 
made for staffi ng or to KTEC employees.

In addition to its subsidiaries, KTEC has developed a Statewide 
network of affi liates designed and built to support researchers, 
entrepreneurs, and technology companies through each phase of the 
technology life cycle.  Some of these affi liates include:

Centers of Excellence - These are university-based research 
organizations that develop technology for industry.  They conduct 
applied industry-relevant research as a base for new products and 

�

�
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Overview of the Kansas Technology Enterprise Corporation

KTEC Was Created by 
The 1986 Legislature
To Advance Science 
And Technology, and 
To Build Partnerships 
Between Government 
And Private Industry

KTEC’s Economic 
Development 
Network Includes Four
Wholly Owned 
Subsidiaries

KTEC Also Works With 
Several Affi liates To 
Accomplish Its Economic 
Development Objectives
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technologies in the State’s economy, which helps to attract federal 
and industry funding.  Many Kansas companies directly interact with 
the centers for their research and applied technology needs.  The fi ve 
centers are located in four universities:

Advanced Manufacturing Institute - Kansas State University
Higuchi Biosciences Center - University of Kansas
Information and Telecommunications Technology Center 
- University of Kansas
Kansas Polymer Research Center - Pittsburg State University
National Institute for Avian Research - Wichita State University

 Innovation and Commercialization Corporations - These 
commercialization corporations are public/private partnerships 
designed to form and grow new companies around promising 
technology.  They provide highly specialized management, marketing, 
and business development services to their clients.  The seven 
commercialization corporations are:

Alliance for Technology Commercialization - Pittsburg
Enterprise Center of Johnson County - Lenexa
Lawrence Regional Technology Center - Lawrence
National Institute for Strategic Technology Acquisition and 
Commercialization - Manhattan
Quest Business Center for Entrepreneurs - Hutchinson
University of Kansas Medical Center Research Institute 
- Kansas City
Wichita Technology Corporation - Wichita

In addition, the Western Kansas Technology Corporation, which 
is located in Great Bend, is very similar to the commercialization 
corporations because it is designed to form and grow new companies 
around promising technologies.

For the purposes of this audit, we were asked to focus on 
bonuses paid to employees of KTEC and its subsidiaries.  
Because MAMTC is the only subsidiary that has any 
employees, it’s the only one we looked at.  We did not review 
employee compensation at any of KTEC’s affi liates, such as 
the centers for centers of excellence or the commercialization 
corporations.

�
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ANSWER IN BRIEF:

Question 1: What Bonuses Were Paid to Employees of KTEC and Its 
Subsidiaries in Recent Years, and Was Payment of Those Bonuses 

Consistent with State Law and Other Requirements?

From 2004 to 2006, KTEC will have paid its employees more 
than $550,000 in additional compensation––almost $333,000 
in annual bonuses and $224,000 in supplemental payments for 
work done on behalf of the Kansas Bioscience Authority.  KTEC 
pays all additional compensation through a wholly owned 
subsidiary, KTEC Holdings, Inc.  Over the last 10 years, the 
Legislature has attempted to restrict additional compensation 
for KTEC employees through changes to its governing statutes 
and annual appropriations provisos.  In general, the additional 
compensation KTEC provided wasn’t prohibited by these 
restrictions because KTEC paid additional compensation out 
of its investment earnings and not with its appropriated funds.  
KTEC’s contract with the Bioscience Authority also didn’t 
prohibit KTEC from using fees for additional compensation.

The Mid-America Manufacturing Technology Center (MAMTC), 
another wholly owned subsidiary of KTEC, paid its employees 
almost $437,500 in bonuses from 2004 to 2006.  Because 
MAMTC paid these bonuses from its net revenues, which don’t 
include any State appropriations, State law didn’t prohibit these 
payments.  These and related fi ndings are discussed in more 
detail in the sections that follow.

KTEC Will Have Paid 
Its Employees More 
Than $550,000 in 
Additional Compensation 
From 2004 to 2006

This additional compensation will come in two forms:

 annual bonuses
 supplemental payments for services performed for the Kansas 
Bioscience Authority

Figure 1-1 shows the salary and additional compensation for 
each KTEC employee from fi scal years 2004 to 2006.

KTEC paid 21 employees almost $333,000 in annual bonuses 
to make its employee compensation more competitive.  As 
Figure 1-1 shows, KTEC has paid between $106,000 and 
$120,000 in bonuses each of the last three years under a staff 
incentive compensation program that’s been in place since 
1998.  This program has evolved over the years, but currently 
KTEC’s Board of Directors sets a limit on the size of bonus each 
employee may receive.  In 2004, the President was eligible to 
receive up to an additional 40% of his regular salary in bonus 
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payments.  Vice presidents could receive up to 16% in bonuses, 
directors and managers up to 8%, and administrative support staff up 
to 4%.  We describe the process for awarding bonuses in more detail in 
Question 2.

KTEC also plans to give some employees supplemental payments 
totaling $224,000 for services it provided to the Kansas Bioscience 
Authority.  The Authority paid KTEC almost $450,000 over 17 
months to provide management, investment, and reporting services.  
KTEC provided the services with its existing staff and used half the 
proceeds from the contract to compensate its employees for “work 
overload.”  The supplemental payments KTEC made to its employees 
also are shown in Figure 1-1.

In 2005, the President of KTEC and three other members of senior 
management received supplemental payments totaling $120,000.  
For 2006, the KTEC Board of Directors has approved $104,000 in 
supplemental payments, including $52,000 for KTEC’s President and 
up to $52,000 for other staff.  At the time this report was written, the 
President hadn’t yet decided how much of the remaining $52,000 
would be distributed, and to whom. 

First, the 1996 Legislature amended State law to prohibit KTEC 
employees from receiving additional compensation for work done on 
behalf of related entities.  Both KTEC offi cials and our offi ce recall that 
the law was amended in response to KTEC’s proposed approach for 
operating a new private venture capital fund.  In 1995, the Legislature 
had given KTEC $3.3 million from the Economic Development 
Initiatives Fund to create the new Sunfl ower Technology Ventures fund.  
That fund was to be matched by $6.7 million in private contributions.  

KTEC’s former President indicated he planned to run the new fund and 
receive additional compensation for those duties over and above his 
salary from KTEC.  When legislators became aware of this plan, some 
were concerned about the arrangement and the implication that KTEC 
could create entities and use them as a means of generating additional 
compensation.  To address these concerns, the Legislature amended 
KTEC’s governing statutes to read as follows:

Any offi cer or employee of the corporation [KTEC] who receives a salary 
allocated from state funds shall receive no other compensation including, 
but not limited to, salaries, bonuses, fees or incentives for performance of 
any duties on behalf of any entity which is a subsidiary of or is otherwise 
related to the corporation or is a business in which the corporation or any 
entity related to the corporation has invested state funds.

The second way the Legislature has acted to restrict additional 
compensation is through the appropriations process.  KTEC receives 

Over the Last 10 Years, 
The Legislature Has 
Attempted To Restrict 
Additional Compensation 
For KTEC Employees in 
Two Ways
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an appropriation each year from the Economic Development 
Initiatives Fund, and in the most recent year from the State General 
Fund.  Beginning in 1997 and every year thereafter, the Legislature 
has written a proviso into the appropriations acts prohibiting KTEC, 
its subsidiaries, agencies, and instrumentalities, from using State-
appropriated moneys for bonuses or to provide other additional 
compensation.  Those  provisos wouldn’t prevent KTEC from using 
the earnings from its investments to provide such payments.

In looking at whether the bonuses and other supplemental payments 
KTEC has given its employees are consistent with State law, we 
reviewed the 1996 statute and annual provisos, and spoke with staff in 
the Division of Budget and the Revisor of Statute’s Offi ce.  We also 
spoke with several legislators who were members of the economic 
development committees when KTEC’s statutes were changed in 
1996.

The bonuses and supplemental Bioscience payments KTEC has 
given its employees aren’t prohibited by the proviso restrictions, 
because those payments were made out of investment earnings 
through KTEC Holdings.  KTEC Holdings is a separate, wholly 
owned subsidiary corporation of KTEC.  As noted in a 2001 audit we 
conducted, it was created to allow KTEC to make direct investments 
in emerging companies.  The provisos passed by the Legislature 
prohibit KTEC from using any of its appropriated funds for additional 
compensation.  However, because KTEC Holdings is outside the 
appropriations process, Division of Budget offi cials told us these 
provisos don’t apply. 

Except in a few cases, the additional compensation KTEC gave 
its employees in 2006 wasn’t prohibited by the 1996 changes 
to KTEC’s governing statutes.  As described earlier, those 
changes prohibited KTEC employees from receiving any additional 
compensation for work they performed for any entity related to 
KTEC.

In general, the bonuses and supplemental payments KTEC employees 
received were not for work they performed for entities related to 
KTEC.  They were for work performed for KTEC itself, or for the 
Bioscience Authority, which is not a subsidiary or affi liate of KTEC.

The only exceptions we found related to three employees whose 
bonuses in 2006 were based in part on work done for KTEC 
subsidiaries:

 One employee helped oversee changes to the staffi ng structure at 
MAMTC, including removing its employees from the State system.  This 
accounted for 15% of his performance evaluation.

�

In General, the Additional 
Compensation KTEC 
Provided Wasn’t 
Prohibited by the 
Restrictions in State Law
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 Two employees received bonuses for doing the accounting and reporting 
for KTEC Holdings.  These duties accounted for 10% and 20% of these 
employees’ bonuses, respectively.

Altogether, these employees’ bonuses related to such work accounted 
for about $3,000 of the approximately $19,000 they received in bonuses 
in 2006.  Because KTEC doesn’t retain the assessment forms it used for 
determining employee bonuses (which would provide detail about how 
employees spend their time), we weren’t able to assess whether or to 
what extent this situation occurred in previous years.

KTEC offi cials told us they thought such payments were allowable 
because KTEC, KTEC Holdings, and MAMTC essentially are one 
and the same; KTEC controls them and provides their funding.  
Nonetheless, because KTEC Holdings and MAMTC are legally 
separate entities from KTEC, the restrictions in law appear to us to 
apply.

The Governor’s moratorium on State employee bonuses, which has 
been in effect since fi scal year 2004, also doesn’t apply to KTEC.  
In June 2003, the Governor issued an executive order placing a 
moratorium on employee bonuses in the Executive Branch.  Subsequent 
orders have extended the moratorium ever since.  Staff from the 
Divisions of Budget and Personnel Services told us this moratorium 
doesn’t apply to KTEC because it is not under the Governor’s authority.

The Kansas Bioscience Authority was created in April 2004 with the 
signing into law of the Kansas Economic Growth Act.  The Authority’s 
Board of Directors was confi rmed by the Senate on September 23, 
2004, and held the fi rst board meeting that day.  Because the Authority 
had no staff, it hired KTEC to provide certain management, investment, 
and reporting services.  We’ve summarized the services KTEC offi cials 
told us they provided on behalf of the Authority.

�

The Bioscience Authority’s 
Contract With KTEC  
Doesn’t  Prohibit KTEC 
From Using the Fees for 
Additional  Compensation 
To Its Employees

KTEC Offi cials Told Us They Provided a Number of Services 
on Behalf of the Kansas Bioscience Authority

From October 2004 through February 2006, the Kansas Bioscience Authority paid KTEC almost $450,000 for 
general management and administrative services while the Authority was beginning its operations.  KTEC offi cials 
said they provided the following services to the Authority:

 Designed a review process for the Authority’s investments.
 Developed a plan for integrating Angel Investment Tax Credits into the Authority’s strategy.
 Managed the logistics and provided technical support for the Authority’s board and executive meetings.
 Processed the Authority’s expenses during the period before the Authority obtained funding.
 Managed communications with third parties inquiring about funding opportunities from the Authority.
 Participated in the strategic planning effort for Kansas BioEnterprise.
 Compiled a federal appropriation request to help Kansas secure $1.5 million in federal funding.
 Worked with the Department of Revenue to develop a revenue formula for the Authority.
 Managed the development of a strategic plan for the Authority.
 Helped the Authority’s Chairman pursue opportunities to attract businesses.

�
�
�
�
�
�
�
�
�
�
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During the 17-month period from October 2004 through February 
2006, the Authority paid KTEC a total of $448,333 for the services 
it provided.  As we noted earlier, KTEC’s Board of Directors 
allocated $224,000, or approximately half the payments KTEC 
received from the Authority to compensate some employees for 
work they did on the Authority’s behalf.  The amounts of these 
supplemental payments are shown in Figure 1-1. 

The Bioscience Authority’s contract with KTEC was vague, 
but it didn’t prohibit using the money for supplemental 
payments to KTEC employees.  The one-year contract was very 
vague as to the services  KTEC was supposed to provide to the 
Authority.  The relevant provisions in the contract were as follows:

“KTEC Services: KTEC will provide general management and 
administrative services on behalf and under the direction of the 
Board of Directors of the Authority.  These services will require a 
reasonable commitment of existing staff resources and include 1) 
operations and management services; 2) investment management 
services (inclusive of investments in business attraction 
opportunities); and 3) performance reporting services.”

 “Compensation: a. The Authority will compensate KTEC for the 
services it elects KTEC to provide in the amount of $320,000 [for 
one year].” (Because KTEC provided the services for 17 months, it 
received a total of $448,333.) 

Neither “operations and management services” nor “performance 
reporting services” are defi ned in the contract.  “Investment 
management services” are described as including “investments 
in business attraction opportunities.”  Also, while the contract 
indicates KTEC would provide a reasonable commitment of 
existing staff resources, it provides no indication of what a 
reasonable commitment is.  Finally, the contract doesn’t place 
any restrictions on how KTEC uses the fees it collected under the 
contract.

As we noted in the Overview, KTEC has four wholly owned 
subsidiaries.  Of those, only the Mid-America Manufacturing 
Technology Center (MAMTC) has paid its employees bonuses in 
recent years.  The others either have no separate staff or are now 
defunct.   

MAMTC paid 44 employees almost $437,500 in bonuses 
from 2004 to 2006, primarily for meeting performance goals.  
MAMTC pays out bonuses to employees based on performance 
of the corporation as a whole, and also based on an individual 
employee’s performance.  We will explain this process more 

�

�

MAMTC Has Paid 
Almost $437,500 in 
Bonuses Over the 
Last Three Years
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fully in Question 2.  Figure 1-2 shows the positions that received 
bonuses, the salary paid in each year and the bonus payments made 
from fi scal years 2004 through 2006.  Because of the number of 
employees involved, certain classifi cations of employees were 
grouped together.

The total amount of bonuses paid to MAMTC employees has 
declined in recent years.  That’s because of changes to MAMTC’s 
bonus program and the corporation’s failure to meet performance 
targets.  In fact, MAMTC didn’t pay any regular employee bonuses 
in fi scal year 2006, because the corporation didn’t meet its goals 
for net revenues.  However, four employees were given individual 
bonuses for meeting their individual goals. 

There are no restrictions in State law that could prohibit 
MAMTC from paying bonuses to its employees.  MAMTC has 
used the net revenues from its operations to fund the bonuses it 
gives to these employees.  Net revenues come solely from fees 
charged to customer for services—less any expenses—and don’t 
include any State funds.  Therefore, the restrictions we described 
earlier that apply to KTEC wouldn’t apply to MAMTC.  Also, 
MAMTC employees aren’t State employees, so the Governor’s 
moratorium doesn’t apply.
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RECOMMENDATIONS

CONCLUSION KTEC has greater freedoms than State agencies have to 
provide bonuses or other compensation to its employees.  
Although legislators have expressed concerns about KTEC 
offi cials’ compensation many times over the last several 
years—this is the third audit we’ve conducted since 1996 
looking at this issue—current law for the most part doesn’t 
prohibit the types additional compensation that have been paid.

To ensure that its employees’ actions are not contrary to state 
law, KTEC should take the following actions:

 Require KTEC employees who received bonuses in 2006 
for performing duties on behalf of MAMTC or KTEC 
Holdings to reimburse those entities for those amounts.

 If KTEC offi cials want to continue basing employee 
bonuses in part on work they do on behalf of subsidiaries, 
they should seek to have the law changed to allow those 
payments.

1.

2.
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KTEC pays its employees bonuses for their performance in their 
regular job duties to make its compensation more competitive 
with private sector employers.  The Corporation’s management 
doesn’t retain the records upon which past bonuses were based, 
which prevented us from determining if its employees actually 
achieved their goals and objectives.  MAMTC, a wholly owned 
subsidiary of KTEC, uses bonuses as a reward for employee and 
corporate performance.  Because MAMTC failed to reach its 
overall corporate goals in 2006, it didn’t pay any regular bonuses.  
MAMTC’s Board of Directors did award a total of $22,000 in 
bonuses to four individual employees, including the Chief Executive 
Offi cer, for their individual performances and hard work.  These 
and related fi ndings are discussed in the sections that follow.

KTEC offi cials told us they pay employee bonuses to help recruit 
and retain individuals with specialized skills from the private 
sector.  They contend that. without these bonuses, it’s very diffi cult 
for them to compete with the better compensation packages offered 
by private-sector employers. 

Each year, KTEC’s Board of Directors approves the total 
amount of money available for employee bonuses and 
determines the President’s bonus. The President evaluates 
KTEC’s performance and requests an allocation for employee 
bonuses through the compensation committee of the Board of 
Directors.  The Board approves the total bonus pool, and decides 
how large the President’s bonus will be.  The President decides how 
to allocate the remainder of the bonus pool to his staff, although, as 
we noted in Question 1, the Board sets a cap on the size of bonus 
each employee may receive.

KTEC pays its employees bonuses for their performance of 
their regular job duties.  Each employee works with his or her 
supervisor at the beginning of the fi scal year to establish goals 
and objectives for the coming year.  Each objective is assigned a 
weighting for how much time the employee will spend on it during 
the year—the weightings total to 100%.  At the end of the fi scal 
year, employees complete a self-assessment to determine if they 
met their goals and objectives for the year.  The supervisors review 
the self-assessments before they are passed on to the President.  He 
uses these self-assessments to decide how much each employee’s 
bonus should be.

Question 2: What Were KTEC Offi cials’ Purposes in Paying Bonuses to 
Their Own Employees or Employees of KTEC Subsidiaries, and 

Are They Able to Demonstrate That Those Purposes Were Achieved?

ANSWER IN BRIEF:

KTEC Uses Bonuses 
To Make Its Employee 
Compensation More 
Competitive
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KTEC doesn’t routinely keep the records that show whether 
employees achieve their goals, but we were able to review the 
2006 documents, which hadn’t been disposed of yet.  KTEC 
offi cials told us they discarded assessments for prior years after they 
fi nished awarding the employee bonuses.  The 2006 assessments 
showed that individual KTEC employees achieved 93% or more of 
the goals or objectives established for the year.

KTEC compares its President’s salary to the compensation of 
high-level university offi cials and executives at 
science and technology research institutes.  We 
reviewed documentation KTEC had compiled for 
its Board that shows it needs to provide bonuses to 
bring its compensation in line with its peers.  Because 
one goal of KTEC’s bonus program is to make its 
total compensation more competitive, we reviewed 
two studies offi cials presented to their compensation 
committee in August 2006.  These studies compared 
the President’s salary to executive compensation in 
peer organizations.   According to fi gures compiled 
by a fi rm that collects information on non-profi t 
organizations, the average compensation for top 
executives at 145 non-profi t science and technology 
research institutes was almost $279,500 in 2005, as 
compared to $146,360 for KTEC’s President.

Additionally, KTEC compared its President’s salary to 
the salaries of several high-level offi cials at the State 
universities.  KTEC offi cials contend that because the 
President has to work with university offi cials in the 
normal course of business, he should be compensated 
as a peer.  The university offi cials KTEC uses for these 
comparisons and those offi cials’ salaries for 2005 are 
summarized in Figure 2-1.  As the fi gure shows, these 
salaries ranged from $179,000 to more than $480,000.

In the time available for this audit, we weren’t able to 
examine whether these were the best comparisons that 
could be made.  However, we did question whether 
the president or chancellor of a large State university 
represents a reasonable peer for the President of 
KTEC, considering that the size and budget of a 
university is vastly larger than KTEC.

We contacted the State Science & Technology Institute 
(SSTI), of which KTEC is a sponsor, to ask offi cials 
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MAMTC Uses 
Bonuses as a Reward 
For Employee and 
Corporate Performance

whether other states had entities similar to KTEC.  An SSTI offi cial 
noted fi ve states––Connecticut, Indiana, Virginia, Maryland, and 
Massachusetts––which have entities comparable to KTEC. We 
contacted offi cials from these entities, but they either couldn’t or 
wouldn’t provide information within the limited time frame for this 
audit or for confi dentiality reasons.

In previous audits we conducted in 1996 and 2001, we found 
the compensation of KTEC’s President (including much smaller 
annual bonuses) was in line with other technology-based economic 
development agencies, although we don’t know if the compensation 
is still in line today.  Neither of these audits was designed to address 
whether bonuses were legal.

MAMTC has used a number of bonus plans over the last few years, 
although all the plans generally are based on the performance of 
the individual employees and the corporation as a whole.  In this 
section, we’ve looked at MAMTC’s bonus plan for fi scal year 2006.

In 2006, the bonus pool for MAMTC employees was based 
on the corporation’s net revenues.  MAMTC uses a complex 
formula for determining the size of the bonus pool that is based 
on various performance targets, including several indicators upon 
which MAMTC’s federal funding is based.  In 2006, the overall 
performance goal was $1 million in net revenues in Kansas.  If 
that goal was met, almost half the net revenues would go into 
a preliminary bonus pool.  MAMTC would then reduce the 
preliminary pool to a fi nal bonus pool based on the corporation’s 
performance on the federal indicators (better performance results 
in less money being removed from the bonus pool).  Employees 
bonuses are awarded from the fi nal pool based on individual 
performance.

Because MAMTC didn’t meet its goals for net revenues in 
2006, it didn’t pay any regular bonuses, although the Chief 
Executive Offi cer and three other employees did receive more 
than $22,000 in bonuses for their individual performance.  
MAMTC earned just more than $765,000 in net revenues in 2006, 
falling short of the $1 million target.  As a result, it didn’t pay any 
regular bonuses to employees that year.  The Board of Directors 
did approve individual bonuses for three fi eld engineers because 
of their individual performance––these three accounted for almost 
half the net revenues in the entire corporation––and for the Chief 
Executive Offi cer because of her hard work.
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Employee bonuses often are thought of as extra payments 
intended to provide incentives for employees to perform at a high 
level or to reward them for taking on additional work. KTEC 
uses its employee bonuses as a means of increasing employee 
compensation without having to secure additional funding from 
the Legislature.  Using bonuses to make employee compensation 
more attractive is legitimate, as long as the Board of Directors 
determines the bonuses are necessary and approves them.

To ensure that KTEC maintains a more complete record of each 
employee’s performance history, it should develop a policy for 
retaining a copy of each employee’s annual self-assessment in 
their personnel fi le.  A model that could be used is the State’s 
records management policies, which say personnel records 
should be retained for the length of the employee’s tenure, plus a 
minimum of three calendar years.

CONCLUSION

RECOMMENDATIONS
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APPENDIX A

Scope Statement

 This appendix contains the scope statement approved by the Legislative Post Audit 
Committee for this audit on July 11, 2006.  The audit was requested by Senator Jim Barone.

Kansas Technology Enterprise Corporation: 
Reviewing Bonuses Paid To Employees of KTEC and Its Subsidiaries

Since the mid 1980s, Kansas has had three agencies with a role in fostering economic 
development for the State:  Kansas Inc., the Department of Commerce, and the Kansas 
Technology Enterprise Corporation (KTEC).

Over the years, Legislative Post Audit has done several audits dealing with various aspects 
of the operations of these economic development agencies.  A 1996 audit reviewed the 
compensation of executives in Kansas’ economic development agencies.  A 1998 audit 
reviewed the State’s investment in venture capital and the return it has gotten on that 
investment.  Most recently, in January 2001, Legislative Post Audit issued an audit reviewing 
the coordination and effectiveness of economic development programs in Kansas.

Legislators recently have expressed concern about bonuses reportedly paid to employees of 
KTEC and its subsidiaries, whether those bonuses were appropriate and reasonable, and what 
benefi ts they resulted in.

A limited-scope performance audit of this topic would address the following questions.

 What bonuses were paid to employees of KTEC and its subsidiaries in recent years, and 
was payment of those bonuses consistent with State law and other requirements?  To 
answer this question, we would review information about bonuses paid to staff members 
of KTEC and its subsidiaries in the most recent year or two, including timing, amounts, 
and justifi cation.  We would review State law, regulations, and Division of Personnel 
guidance to determine whether any such bonuses were paid properly.  We would conduct 
other work as needed.

What were KTEC offi cials’ purposes in paying bonuses to their own employees or 
employees of KTEC subsidiaries, and are they able to demonstrate that those purposes 
were achieved?  To answer this question, we would interview executives of  KTEC  and 
its subsidiaries, and review any documentation they can provide, with regard to the 
reasons for paying bonuses to employees.  We would interview offi cials and review any 
available documentation to determine whether those purposes had been achieved.  

           
Estimated Time to Complete: 200 hours

1.

2.
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APPENDIX B

Agency Response

 On October 3, 2006, we provided copies of the draft audit report to the Kansas 
Technology Enterprise Corporation (KTEC) and to the Mid-America Manufacturing 
Technology Center (MAMTC).  MAMTC chose not to provide a separate written response to 
the audit report.  KTEC’s response is included as this Appendix.  We made no changes to the 
audit report resulting from the KTEC’s response.
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