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Michelle Flood CPA, CIGA, CGFM

= Assistant Inspector General of the Office of the Inspector
General (OIG) Internal Audit Section (IAS) at the Wisconsin
Department of Health Services (DHS)

= 13+ years public sector experience in human services,
including accounting, auditing, budget, and policy at state and
local levels

= Lead a team of 7 internal auditors who hold multiple
professional certifications (CPA, CIA, CISA, and CFE) and have
several years of relevant experience.
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Today’s Topics

= Office of the Inspector General Overview
= Audit Requirements
= Audit Waiver Guidance

= Common Compliance Concerns

= DHS Audit Guide and Manual Modernization
= Evolving Role of Internal Audit

= Contact Information
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Office of the Inspector General
Overview

Helping prevent fraud, waste, and abuse in DHS programs




About Us

= The Office of the Inspector General (OIG) protects the people
of Wisconsin by preventing, identifying, and investigating
fraud, waste, and abuse in public assistance programs
administered by the Department of Health Services (DHS).

= OIG's program integrity activities uphold DHS'
mission, vision, and values to protect and

promote the health and safety of the people [ )
of Wisconsin while managing public resources \ J HE ;

responsibly.
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Mission and Vision

= Mission: Protecting the people of Wisconsin by
preventing, detecting, and investigating fraud, waste, and
abuse of DHS programs.

= Vision: OIG is an influential leader in program integrity,
leveraging cutting edge strategies with the greatest
impact protecting taxpayers and public program
beneficiaries.
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Staffing

Our executive leadership
team includes the Inspector
General and Deputy
Inspector General who
oversee 108.5 staff
positions.

Anthony Baize Tabitha Ramminger
Inspector General Deputy Inspector General
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Sections

Our staff are organized under 7 sections:

= Administrative Office

= Business Intelligence Section

* Fraud Investigation, Recovery, and Enforcement Section
= Provider Enrollment and Research Section

= Clinical Program Integrity and Compliance Section

= Program Integrity and Compliance Section

= Internal Audit Section

To protect and promote the health and safety of the people of Wisconsin 8



Internal Audit Section (IAS)

= Conduct independent and objective internal or external audits,
using Global Internal Audit Standards or (aka Red Book)

= Investigate allegations from tips or referrals

= Review independent audits of contracted entities

= Provide technical assistance, training, and consulting

= Champion collaboration, transparency, and relationships

= Promote enterprise risk management principles
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Lines of Defense

= Football is known as the
ultimate sport.

= Enterprise Risk Management
(ERM) also is known as the
“ultimate sport” in business.

= Both have three lines of
defense.
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Comparing Lines of Defense

1 Defensive Line Managers, supervisors, and
staff in day-to-day operations
2  Linebackers and Support areas, like budget,
Cornerbacks finance, information
technology, legal, and policy
3  Safeties Internal audit and quality

assurance functions
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Audit Requirements

Helping support your compliance through audit requirements




Single Audit Guidance

* Federal:
o $1M or more in federal grant funds expended
o Federal Uniform Guidance: 2 C.E.R. § 200(F)

= State:

o $1M or more in federal grant funds expended and $330K in
state funds expended ($100K threshold for DHS/DCF)

o State Guidance: State Single Audit Guide (SSAG) and DHS
Audit Guide, P-01714-2025
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https://www.ecfr.gov/current/title-2/part-200/subpart-F
https://www.ecfr.gov/current/title-2/part-200/subpart-F
https://www.ecfr.gov/current/title-2/part-200/subpart-F
https://doa.wi.gov/Pages/State-Single-Audit-Guidelines-(SSAG).aspx
https://www.dhs.wisconsin.gov/publications/p01714-2025.pdf
https://www.dhs.wisconsin.gov/publications/p01714-2025.pdf
https://www.dhs.wisconsin.gov/publications/p01714-2025.pdf
https://www.dhs.wisconsin.gov/publications/p01714-2025.pdf
https://www.dhs.wisconsin.gov/publications/p01714-2025.pdf

Single Audit Guidance

Audits are performed using leading industry guidance:

= Generally Accepted Auditing Standards (GAAS):
https://www.aicpa-cima.com/home

= Generally Accepted Government Auditing Standards (GAGAS):
https://www.gao.gov/yellowbook
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https://www.aicpa-cima.com/home
https://www.aicpa-cima.com/home
https://www.aicpa-cima.com/home
https://www.gao.gov/yellowbook

Single Audit Key Takeaways

= Audit guidance is drawn from federal Uniform Guidance.

= SSAG: Distributed by the Wisconsin Department of
Administration as policy and applies to entities expending more
than $1M in federal funds and $330K in state funds, with a
lower expenditure threshold of $100K for DHS/DCF per statute.

= DHS Audit Guide, P-01714-2025: An appendix to the SSAG that
is maintained by IAS and applies to entities receiving funding
from DHS. The guide is meant to supplement and not replace
federal or state audit requirements.
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https://doa.wi.gov/Pages/State-Single-Audit-Guidelines-(SSAG).aspx
https://doa.wi.gov/Pages/State-Single-Audit-Guidelines-(SSAG).aspx
https://www.dhs.wisconsin.gov/publications/p01714-2025.pdf
https://www.dhs.wisconsin.gov/publications/p01714-2025.pdf
https://www.dhs.wisconsin.gov/publications/p01714-2025.pdf
https://www.dhs.wisconsin.gov/publications/p01714-2025.pdf
https://www.dhs.wisconsin.gov/publications/p01714-2025.pdf
https://doa.wi.gov/Pages/State-Single-Audit-Guidelines-(SSAG).aspx

Single Audit Due Dates and
Submission
= Due by the earlier of:
o Thirty days after the receipt of the audit report; or
o No later than 9 months after the audit period ends.
= Submit through the Federal Audit Clearinghouse (FAC).

o Access forms and instructions at: https://www.fac.gov
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https://www.fac.gov/

DHS Audit Guidance

= $100K or more in DHS funding expended

= Defined in Wis. Stat. § 46.036 and in policy

» Frequently combined with single audit

= Program areas may require audits based on need

= Not required for the purchase of goods or ancillary services,
but may be required per contract
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https://docs.legis.wisconsin.gov/statutes/statutes/46/036

DHS Audit Guidance

= Audits are performed using leading industry guidance:

o Generally Accepted Auditing Standards (GAAS):
https://www.aicpa-cima.com/home

o Federal Uniform Guidance: 2 C.ER. § 200(F)
o DHS Audit Guide, P-01714-2025
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https://www.aicpa-cima.com/home
https://www.aicpa-cima.com/home
https://www.aicpa-cima.com/home
https://www.ecfr.gov/current/title-2/part-200/subpart-F
https://www.ecfr.gov/current/title-2/part-200/subpart-F
https://www.ecfr.gov/current/title-2/part-200/subpart-F
https://www.dhs.wisconsin.gov/publications/p01714-2025.pdf
https://www.dhs.wisconsin.gov/publications/p01714-2025.pdf
https://www.dhs.wisconsin.gov/publications/p01714-2025.pdf
https://www.dhs.wisconsin.gov/publications/p01714-2025.pdf
https://www.dhs.wisconsin.gov/publications/p01714-2025.pdf

DHS Audit Due Dates
and Submission

= Due no more than 6 months after the audit period ends.
= Submit to: DHSAuditors@DHS.Wisconsin.gov
= Do not mail us paper copies!
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Audit Waiver Guidance

Important details about submitting requests




Guidance on Audit Waivers

= Waiver approvals:

o May be granted for subrecipient state audits only — not
federal.

o Reviewed on a case-by-case basis.

= The submission process is under review and revisions will be
released in the next Guidance on Purchasing Care and Services
Under Wis. Stat. § 46.036, P-80048
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https://www.dhs.wisconsin.gov/publications/p8/p80048.pdf
https://www.dhs.wisconsin.gov/publications/p8/p80048.pdf
https://www.dhs.wisconsin.gov/publications/p8/p80048.pdf

Reasons for Approving Waivers

= Extraordinary circumstances

= Alternative fiscal monitoring is
in place
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Inappropriate Waiver Requests

= Requesting a waiver after the contract is signed

= Lack of planning, such as the cost was not included in the
contract budget or could not find an auditor

= Desire to avoid returning excess profits or reserves
= Bookkeeping is not finished or inadequate accounting system

= No previous audit requirement
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Submission Process

= Counties may submit audit waiver requests on behalf of their
subrecipients and contractors.

= The Risk Identification and Assessment Worksheet and
Purchase of Service Audit Waiver Request must be used.
o Review instructions (F-00945i) before starting requests.
o Use the electronic form to complete requests (F-00945),
which opens to PowerForm Signer.

= We are currently reviewing this process.

To protect and promote the health and safety of the people of Wisconsin 24



https://www.dhs.wisconsin.gov/forms/f00945i.pdf
https://www.dhs.wisconsin.gov/forms/f00945i.pdf
https://www.dhs.wisconsin.gov/forms/f00945i.pdf
https://www.dhs.wisconsin.gov/library/collection/f-00945
https://www.dhs.wisconsin.gov/library/collection/f-00945
https://www.dhs.wisconsin.gov/library/collection/f-00945
https://powerforms.docusign.net/9b76e3f5-63b0-4c9b-99b1-3bc339c60df3?env=na3&acct=6514cda6-99ed-4f32-9ca4-1cd5af2f5caf&accountId=6514cda6-99ed-4f32-9ca4-1cd5af2f5caf
https://powerforms.docusign.net/9b76e3f5-63b0-4c9b-99b1-3bc339c60df3?env=na3&acct=6514cda6-99ed-4f32-9ca4-1cd5af2f5caf&accountId=6514cda6-99ed-4f32-9ca4-1cd5af2f5caf

Common Compliance Concerns

Areas most commonly requiring clarification




Common Topics

= Subrecipient vs. contractor determination
= Cost allocation and indirect costs

= Buying equipment with grant funds

= Repeat audit findings

= Proper Corrective Action Plan responses

= Children’s Long-Term Support (CLTS) and Comprehensive
Community Services (CCS) Programs
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Subrecipient

= Determines eligibility

= Performance is measured

= Makes programmatic decisions

= Must adhere to federal requirements
= Serves a public purpose
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Contractor

= Provides services within normal business operations
* Provides to many purchasers

= Operates competitively

= Provides ancillary goods and services

= Not subject to federal compliance

= May be subject to DHS audit requirements
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Cost Allocation and Indirect Costs

= Qutdated cost allocation plan and allocation bases

= Allocation bases not supported by proper documentation under
2 C.ER. §§ 200.302 and 200.405

= Direct and indirect cost requirements in 2 C.ER. § 200(E)

= Requirements for pass-through entities in 2 C.ER. § 200.332

= Inconsistent application, double charging

= Refer to the U.S. Department of Health and Human Services
website for FAQs on Proposal and Rate Agreements
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https://www.ecfr.gov/current/title-2/subtitle-A/chapter-II/part-200/subpart-D/section-200.302
https://www.ecfr.gov/current/title-2/subtitle-A/chapter-II/part-200/subpart-D/section-200.302
https://www.ecfr.gov/current/title-2/subtitle-A/chapter-II/part-200/subpart-D/section-200.302
https://www.ecfr.gov/current/title-2/subtitle-A/chapter-II/part-200/subpart-E/subject-group-ECFRea20080eff2ea53/section-200.405
https://www.ecfr.gov/current/title-2/part-200/subject-group-ECFRd93f2a98b1f6455
https://www.ecfr.gov/current/title-2/part-200/subject-group-ECFRd93f2a98b1f6455
https://www.ecfr.gov/current/title-2/part-200/subject-group-ECFRd93f2a98b1f6455
https://www.ecfr.gov/current/title-2/section-200.332
https://www.ecfr.gov/current/title-2/section-200.332
https://www.ecfr.gov/current/title-2/section-200.332
https://portal.icas.hhs.gov/faq

Buying Equipment with
Grant Funds

= Equipment purchase threshold is $10K as specified in
2 C.ER. § 200.439

= Cannot use Section 179 to avoid capitalizing equipment for
federal grant purposes under 2 C.ER. § 200.436

= Alternatives available for lease, rent, use other sources
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https://www.ecfr.gov/current/title-2/section-200.439
https://www.ecfr.gov/current/title-2/section-200.439
https://www.ecfr.gov/current/title-2/section-200.439
https://www.ecfr.gov/current/title-2/subtitle-A/chapter-II/part-200/subpart-E/subject-group-ECFRed1f39f9b3d4e72/section-200.436
https://www.ecfr.gov/current/title-2/subtitle-A/chapter-II/part-200/subpart-E/subject-group-ECFRed1f39f9b3d4e72/section-200.436
https://www.ecfr.gov/current/title-2/subtitle-A/chapter-II/part-200/subpart-E/subject-group-ECFRed1f39f9b3d4e72/section-200.436

Repeat Audit Findings

= Structural constraints:
o Segregation of duties
o Financial statement preparation

= Corrective action(s) not implemented:
o Root cause has not been addressed
o Management response remains unchanged year-over-year

= Request evidence an organization is actively working to
address findings, even when issues cannot be completely
resolved
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Proper Corrective Action
Plan Responses

= Directly address the issue or root cause of the finding

= Provide a timeline for implementation and steps to be
completed

= Identify a mitigating control if the finding cannot be reasonably
resolved, such as segregation of duties, lack of staffing for
financial statement preparation, etc.
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CLTS and CCS Programs

= Both are reconciled annually
= DHS Division of Medicaid Services has oversight
= OIG assists with audits
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DHS Audit Guide and Manual
Modernization

Key information you need to know



Need For Another Update

Clarify and streamline guidance to:
= Reduce confusion

= Improve consistency

= Reduce compliance risk

= Save time

= Focus on what matters most
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Memory Lane

1995 Allowable Cost Policy Manual first issued under the
Financial Management Manual for Counties, Tribes, and
51 Boards.

2014 First formal DHS Audit Guide revision was issued as part
of Wisconsin’s State Single Audit Guide and aligned with
federal audit standards.
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Memory Lane

2018 DHS Audit Guide, P-01714-2018 was published to provide
a comprehensive overview of federal, state, and DHS

audit requirements for entities receiving or expending
DHS funds.

2025 DHS Audit Guide, P-01714-2025 is the latest version to be
published and provides a comprehensive overview of
federal, state, and DHS audit requirements for entities
receiving or expending DHS funds.
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https://www.dhs.wisconsin.gov/publications/p01714.pdf
https://www.dhs.wisconsin.gov/publications/p01714.pdf
https://www.dhs.wisconsin.gov/publications/p01714.pdf
https://www.dhs.wisconsin.gov/publications/p01714.pdf
https://www.dhs.wisconsin.gov/publications/p01714.pdf
https://www.dhs.wisconsin.gov/publications/p01714-2025.pdf
https://www.dhs.wisconsin.gov/publications/p01714-2025.pdf
https://www.dhs.wisconsin.gov/publications/p01714-2025.pdf
https://www.dhs.wisconsin.gov/publications/p01714-2025.pdf
https://www.dhs.wisconsin.gov/publications/p01714-2025.pdf

Two Possible Tracks in the Future

= Single Audit or SSAG w/DHS Audit Guide, P-01714-2025:
o $1M in federal funds expended
o SSAG = $330K in state funds (DHS/DCF = $100K)
o DHS Audit Guide = Only what is needed to supplement

= DHS Audit and Allowable Cost Guide:
o Merges both into one
o $100K or more in DHS funds expended
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https://doa.wi.gov/Pages/State-Single-Audit-Guidelines-(SSAG).aspx
https://www.dhs.wisconsin.gov/publications/p01714-2025.pdf
https://www.dhs.wisconsin.gov/publications/p01714-2025.pdf
https://www.dhs.wisconsin.gov/publications/p01714-2025.pdf
https://www.dhs.wisconsin.gov/publications/p01714-2025.pdf
https://www.dhs.wisconsin.gov/publications/p01714-2025.pdf

Timeline

= Review guidance and identify areas of duplication

= Obtain feedback from internal and external stakeholders
= Obtain internal approvals

= Submit revisions through normal review processes

= Targeted release in early 2027
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Evolving Role of IAS

Strengthening partnerships and improving compliance




Continuous Improvement

= Updating IAS processes, procedures and systems

= Strengthening internal relationships by collaborating with DHS
divisions/bureaus and offices

= Developing a quality assurance and feedback mechanism
= Modernizing IAS manuals and guides

= Enhancing IAS stakeholder information

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



Contact Information

Where to get help



Report Fraud, Waste, and Abuse

Il OIG encourages everyone to report
suspected fraud, waste, and abuse in
DHS programs at:

877-865-3432
www.reportfraud.wisconsin.qov
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Questions?

= If you have questions about audit and contract requirements,
contact us at DHSAuditors@dhs.wisconsin.gov.
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Thank You!

Michelle Flood CGFM, CIGA, CPA
Assistant Inspector General — Internal Audit
Office of the Inspector General
Wisconsin Department of Health Services

(608) 266-7743
Michellel.flood@dhs.Wisconsin.gov
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