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Who should you be getting audits from?
What should you be looking for?
How to handle excess profit and excess 

reserves?
How can you detect inappropriate 

activity?
How do you handle findings?
Who can get an audit waiver? 

Today’s Questions



Audits Overview

Requirements, Waivers, Guidance and Due Dates
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Federal Single Audit Requirements
Audits are required from subrecipients, 

not contractors.
Audits are required if a subrecipient 

expends $750,000 or more in federal 
funding.
In practice, most agencies receiving 

county funding are contractors, not 
subrecipients.  

Audit Requirements
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State Audit Requirements
Audit requirements are defined in Wis. 

Stat. § 46.036 and by policy.
Audits are required for agencies that 

expend more than $100,000 in grant 
funding or for purchases of services.
Audits are not required for purchases of 

goods or ancillary services.

Audit Requirements
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 State, but not federal audits, can be waived.
 Waivers may be appropriate for low-risk agencies.
 Waivers must be approved by Area Administration.
 DHS is less inclined to grant audit waivers as 

providers had access to COVID-related funding. 
 If audit costs are included in contractual rates or grant 

awards, then “we are unable to afford an audit” is not a 
valid reason for an audit waiver.
 Paycheck Protection Program loans may put providers 

in an excess profit/reserves position. Audit waivers 
eliminate identification of this possibility.

Audit Waivers
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What Type of Audit is 
Required?

Source:  Department of 
Health Services Audit 
Guide, 2018 Revision

START

Did the agency expend 
$750,000 or more in total  

federal funding?

Single Audit is required in 
accordance with 2CFR, Part 200 

Did the agency also 
expend or receive 

$100,000 or more in DHS 
funding?1

Did the agency expend   
or receive $100,000 or 
more in DHS funding?1

Was the funding used to 
purchase goods or 
ancillary services?

Was the agency paid       
on an allowable cost or 
unit rate basis for care 

and services?

YES NO

NO YES

YES

NO

Was the DHS 
audit waived through 
individual or mandate 

relief waiver?

Audit in accordance with the 
DHS Audit Guide 

and 2CFR, Part 200 is required

YES NO

Was the funding used     
to purchase goods or 

ancillary services?

Was the agency paid       
on an allowable cost or 
unit rate basis for care 

and services?

YES

NO

Was the DHS 
audit waived through 
individual or mandate 

relief waiver?

Audit in accordance with the 
DHS Audit Guide 

is required

YES NO

YES
Single Audit only; 

No DHS Audit is required

No audit is required
YES

No audit is required

Single Audit only; 
No DHS Audit is required

1DHS funding may have been received directly from DHS or passed through a federal agency. This decision point also applies to other non-
federal entities that received funding directly or passed through DHS, a County, a Tribe, or other non-federal entity.

YES

NO

NO
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For Federal Single Audits
o2 CFR Part 200, Subpart F, “Uniform 

Administrative Requirements, Cost 
Principles, and Audit Requirements for 
Federal Awards”

For State Audits
oDepartment of Health Services Audit 

Guide, 2018 Revision

Audit Guidance
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Generally Accepted Accounting 
Principles (GAAP)
Generally Accepted Auditing Standards 

(GAAS) 
Generally Accepted Government 

Auditing Standards (GAGAS) aka the 
Yellow Book

Auditing Industry Guidance
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Independent Auditor’s Report
Financial Statements and Footnotes
Report on Internal Control 
Schedule of Findings and Questioned 

Costs
Summary Schedule of Prior Audit 

Findings, if applicable

Audit Package Components
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Supplemental Schedules
oSchedule of Expenditures of Federal and 

State Awards (SEFSA)
oCost Reimbursement Award Schedule
oAllowable Reserves Schedule
oAllowable Profit Schedule
Corrective Action Plan (CAP)
Management Letter, if issued

Audit Package Components
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 Federal single audits are due 
no later than 9 months after 
the end of the audit period.

 State required audits are due 
no more than 6 months after 
the end of the audit period.

 No current due date 
extensions as of 5/5/22. The 
CPA industry continues to 
lobby OMB for additional 
federal extensions. DHS would 
adopt any federal extensions 
for DHS-required audits. 

Audit Due Dates



General Review

Completeness, Timeliness and the Auditor’s Report
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Is the audit package complete?
Is the audit submitted on time?
Was the right type of audit performed?
Was the audit conducted in accordance 

with GAAP, GAAS and GAGAS?
Is the proper State guidance cited?

Resolving Audits - General
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The Auditor’s Report
Page 1
Things to look for
• Audit period
• Responsibility of 

management
• Responsibility of the 

auditor
• Opinion statement
• Basis of accounting
• Applicable audit 

guidance
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The Auditor’s Report
Page 2
Things to look for
• Opinion on 

Supplementary 
Information

• Reference to 
Government Auditing 
Standards (GAS)

• Reference to DHS Audit 
Guide

• Date of audit
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Report on Internal 
Control
Page 1
Things to look for:
• Reference to Federal 

and State Audit 
Guidance

• Opinion on Internal 
Control over FR and 
Compliance

• Identification of 
material weaknesses or 
significant deficiencies 
(if applicable)
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Report on Internal 
Control
Page 1
Things to look for:
• Results of Compliance 

Testing
• Identify any issues of 

noncompliance
• Citation of applicable 

federal and state audit 
guidance

• Date of report



Financial Statements

Balance Sheet, Footnotes
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Balance Sheet or 
Statement of Financial 
Position
What to look for:
• Positive cash position
• Reasonable borrowing
• Enough current assets 

to meet current 
liabilities

• Positive net assets or 
shareholder’s equity 
position
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Statement of Activities 
or Income Statement
What to look for:
• Gain or loss
• Unusual changes from 

one year to the next
• Reasonableness of 

expenses (Impact of 
COVID)

• Type of expenses
• Unallowable Costs
• Relationship to 

program expenses
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Footnotes
What to look for:
• Related party 

transactions
• Pending litigation
• Contingencies and 

Commitments 
• Subsequent events
• Paycheck Protection 

Program (PPP) loans
• Know your provider’s 

line(s) of business
• Other interesting items



Schedules

Findings and Questioned Costs, Revenues and Expenses, 
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Schedule of Findings 
and Questioned Costs
Things to look for:
• Type of opinion
• Material or significant 

weaknesses
• Going concern
• Audit guidance
• Management letter
• Partner signature
• Date of audit
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Revenue & Expenses

25
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Advertising and Marketing
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More Marketing



Allowable Reserves and Profit

Impact of COVID-related Funding 
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Wis. Stat. §46.036 allows reserves for non-
profit agencies:
Agencies can retain up to 5% of revenue, 

with no restrictions on how it can be 
used.
Excess must be claimed within 6 months.

Legislation About Reserves



To protect and promote the health and safety of the people of Wisconsin

Allowable Reserves
Things to look for:
• Amount of allowable 

expenses (see schedules 
for costs)

• Double-dipping concerns, 
auditors are aware and 
reviewing/adjusting  
allowable costs

• Calculation errors? Ask 
provider for calculation 
support and ask about 
PPP loans (should be 
disclosed in footnotes)

• Lower allowable % by 
county, if applicable

• Excess to be recovered? 
Notification required 
within six months
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Allowable Profit
Things to look for:
• Amount of allowable 

expenses (review other 
schedules)

• Equity position in 
relation to the balance 
sheet

• Calculation errors? 
Request supporting dox

• Potential double-dipping 
of expenditure 
reimbursements

• Auditors reviewing and 
adjusting PPP loan 
allocations

• Line 7: Excess profit 
identified

• Notify provider within 6 
months if recovering 
funding
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 Under Wis. Stat. 46.036, the purchase of care and services can be contracted between vendors 
and the Department, or vendors and a county. Regardless of who contracts for services, the 
Department does not govern the conduct of the counties or oversee their contracts for the 
purchase of care and services. The Department publishes an Audit Guide that may be used by the 
counties, but any guidance the Department gives a county is only to be construed as guidance and 
is not controlling. As such, if there is a dispute between a county and a vendor regarding excess 
reserves or profits, the Department is not a party to that dispute. 

 When there is a contract between a vendor and the Department, the OIG follows federal and 
state allowable cost principles and continues to guide counties that it is inappropriate to allow any 
reasonable and allowable expenditure to be paid more than once with federal and/or state funding 
sources. This allocation results in some providers showing excess reserves or profits. From each 
provider’s submitted annual audit report, the OIG will continue to identify any excess profits of 
state funds. While the OIG is not responsible for recovering excess profits of federal funds (such as 
the Paycheck Protection Program), providers will continue to be reminded that returning excess 
profits to the State does not relieve them of any responsibilities they may have related to federal 
money they received and their obligation to follow all federal regulations.

DHS Guidance on Excess 
Reserves or Profit

https://docs.legis.wisconsin.gov/document/statutes/46.036


Audit Findings

Types of Findings and Resolution 
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 Material weakness
 Significant deficiency
 Material non-compliance
 Known questioned costs
 Likely questioned costs

Types of Findings
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Lack of segregation of duties
Lack of internal controls
Lack of financial expertise to prepare 

GAAP financial statements
Unallowable costs
Lack of documentation
Program non-compliance

Resolving Common Findings
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Make sure that:
Audit reports are complete and timely.
The right type of audit was done.
The agency is financially healthy.
Costs are reasonable and necessary.
Excess profit and reserves is claimed 

timely.
Findings are resolved, if practicable.

Overall Guidance
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Additional Information -
Checklist

Handout materials include a checklist 
with suggestions and guidance that CHDs 
can use for reviewing the audit reports of 
their providers.
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Contact information:
Barbara Loescher

Chief, Internal Audit Section
Department of Health Services

(608) 267-6773
BarbaraA.Loescher@dhs.wisconsin.gov

Christopher Cook
Auditor – Advanced, Internal Audit Section

Department of Health Services 
(608) 261-4955

Christopher.cook@dhs.wisconsin.gov

Questions?

mailto:BarbaraA.Loescher@dhs.wisconsin.gov
mailto:Christopher.cook@dhs.wisconsin.gov
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