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October 17, 2025

Senator Eric Wimberger and

Representative Robert Wittke, Co-chairpersons
Joint Legislative Audit Committee

State Capitol

Madison, Wisconsin 53702

Dear Senator Wimberger and Representative Wittke:

As requested by the Joint Legislative Audit Committee, we have evaluated the Department of Public
Instruction’s (DPI's) efforts to monitor the financial information of certain educational entities, including
school districts, independent charter schools, and private schools participating in Parental Choice
programs or in the Special Needs Scholarship Program (SNSP). DPI reviews this financial information in
order to calculate appropriate aid payments for certain school districts, ensure certain educational entities
are financially viable, and ensure all entities are complying with certain legal requirements pertaining to
their financial condition.

We found that fiscal year (FY) 2022-23 audited financial statements and related audit findings for 325 of

421 school districts (77.2 percent) were submitted by the December 15 deadline established by DPI, but
were submitted an average of 67.7 calendar days late for 96 school districts (22.8 percent). Neither statutes
nor DPI’s policies specified a deadline by which DPI was required to complete its review of the financial
information submitted to it. We found DPI took an average of 87.4 calendar days to complete its review of the
audited financial statements and related audit findings for the 325 school districts, including an average of
74.7 calendar days during which DPI did not begin its review. The FY 2022-23 audited financial statements
and related audit findings for Milwaukee Public Schools, which were due on December 15, 2023, were
submitted on December 20, 2024, and were the latest among all 421 school districts.

We found that FY 2022-23 audited financial statements and related audit findings for 23 of 28 independent
charter schools (82.1 percent) were submitted by the December 15 deadline established by DPI, but

were submitted an average of 56.4 calendar days late for 5 schools (17.9 percent). DPI took an average of
82.0 calendar days to complete its review of the audited financial statements and related audit findings

for 21 independent charter schools whose statements were submitted on time and for which relevant
documentation was available, including an average of 56.0 calendar days during which DPI did not begin
its review. We found that DPI did not have any written policies for reviewing audited financial information
for independent charter schools.

We found that FY 2022-23 audited financial statements and related audit findings for 308 of 344 Parental
Choice program schools and SNSP schools (89.5 percent) were submitted by the statutory deadline of
October 15, but were submitted an average of 34.4 calendar days late for 36 schools (10.5 percent).
Because DPI did not track the dates when it began its review of the financial information submitted to it
for these schools, we could not assess the timeliness of DPI’s review. We found that DPI did not have
written policies for contacting schools whose audited financial information is submitted late.



For most school districts and independent charter schools, we found the submitted FY 2022-23 financial
information indicated unmodified or “clean” audit opinions. The modified opinions submitted for

196 Parental Choice program schools and SNSP schools were for issues administrative rules indicated
were acceptable. Material weaknesses and significant deficiencies in internal control were reported for all
types of educational entities for FY 2022-23. We recommend DPI establish or modify a number of written
policies related to its reviews of audited financial information for school districts, independent charter
schools, Parental Choice program schools, and SNSP schools and its outreach to entities that are late in
submitting the required financial information.

A response from the State Superintendent of Public Instruction follows our report.
Respectfully submitted,

fo i

Chrisman
State Auditor

JC/ss



DPI performs

financial monitoring

Jor school districts,
independent charter
schools, Parental Choice
program schools, and
Special Needs Scholarship
Program schools.

The Department of Public Instruction (DPI) performs financial
monitoring for educational entities, including school districts,
independent charter schools, and private schools participating in
Wisconsin’s Parental Choice programs or in the Special Needs
Scholarship Program (SNSP). Statutes, administrative rules, and DPI’s
policies require DPI to perform different types of financial monitoring
for each type of educational entity.

School districts provide primary and secondary education available
to all children in kindergarten through 12" grade. School districts are
funded primarily by a combination of federal and state aid, as well as
local property taxes. In addition to traditional schools, school districts
may operate charter schools intended to foster an environment for
educational innovation. Such charter schools operate within school
districts and are not considered to be independent charter schools.

Statutes authorize certain entities, including the City of Milwaukee,
University of Wisconsin (UW) institutions, tribal universities, and
technical colleges to establish independent charter schools, which are
not affiliated with a school district. The authorizing entity operates
these independent charter schools through business-like contracts, or
“charters,” with the school. Authorized independent charter schools
define their own methods of education, which may differ from those
provided by school districts.

Statutes establish Parental Choice programs in the City of Milwaukee,
the City of Racine, and the remainder of the State. Under these programs,
students whose families meet certain income requirements are allowed
to apply to attend participating private schools, based on their residency.
Statutes also establish the SNSP for students with disabilities who meet
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certain eligibility requirements, allowing such students to attend
participating private schools. Participating schools receive state aid for
each eligible student enrolled in the schools.

As shown in Table 1, 421 school districts, 344 Parental Choice program
schools and SNSP schools, and 28 independent charter schools
operated in fiscal year (FY) 2022-23. Parental Choice program schools,
SNSP schools, and independent charter schools included schools that
operated multiple school locations but were governed by a single legal
entity with financial reports submitted on behalf of all school locations.

Table 1
Number of Educational Entities, by Type
FY 2022-23

Type Number
School Districts 421
Parental Choice Program Schools
and SNSP Schools’ 344
Independent Charter Schools 28

T Although private schools may participate in both programs,
13 private schools participated only in the SNSP.

Statutes require educational
entities to submit annually
to DPI audited financial
information, including
financial statements and
other information detailing
the educational entity’s
financial performance.

Statutes require educational entities to submit annually to DPI audited
financial information, including financial statements and other
information detailing the educational entity’s financial performance.

An entity must contract with a certified public accounting (CPA) firm to
perform an audit of the entity’s financial information. The CPA firm
submits to DPI the audited financial information, including financial
statements, on the entity’s behalf. After receiving an entity’s audited
financial information, DPI undertakes financial monitoring efforts,
including reviewing the entity’s audited financial statements and other
information the entity submitted to it, in order to calculate appropriate
aid payments for certain school districts, ensure that certain types of
entities are financially viable, and ensure all entities are complying with
certain legal requirements pertaining to their financial condition. If issues
affecting an entity’s financial performance are identified during an audit
of the entity’s financial information, it is the entity’s responsibility to
address these issues. Additionally, if all of the statutorily required reports,
including the audited financial statements, are not submitted to DP],
statutes permit DPI to withhold state aid from school districts, Parental
Choice program schools, and SNSP schools.



Seven DPI staff reviewed
the FY 2022-23 audited
financial information
submitted to DPI.
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Seven DPI staff reviewed the FY 2022-23 audited financial information
submitted to DPI, and DPI indicated that:

= three staff reviewed audited financial information
for school districts exclusively;

= three staff reviewed audited financial information
for Parental Choice program schools and SNSP
schools exclusively; and

= one other staff member reviewed audited financial
information for independent charter schools,
Parental Choice program schools, and SNSP
schools.

We attempted to determine the amount of time that the seven DPI

staff spent reviewing the FY 2022-23 audited financial information.
However, DPI did not require its staff to track the amount of time they
spent completing tasks related to their reviews. DPI indicated the seven
staff completed job duties in addition to the reviews that were the
subject of our evaluation. DPI indicated it was unable to estimate the
proportion of time that the seven staff spent completing tasks related
only to the reviews of the audited financial information. The State’s
accounting system indicates the seven staff were paid a total of
$599,600 in FY 2022-23, or an average of $85,700 per staff member.

To complete this evaluation, we:

= reviewed DPI’s statutory and administrative rule
requirements pertaining to the audited financial
information that CPA firms submit to DPI for school
districts, independent charter schools, Parental
Choice program schools, and SNSP schools, as well
as DPI's written policies for reviewing this financial
information;

* independently examined FY 2022-23 audited
financial information, including financial
statements, submitted to DPI for school districts,
independent charter schools, Parental Choice
program schools, and SNSP schools;

» independently examined certain audited financial
information for years before FY 2022-23 that were
submitted to DPI for school districts, independent
charter schools, Parental Choice program schools,
and SNSP schools;

= interviewed DPI staff to understand how DPI
reviewed, tracked, and followed up on the
FY 2022-23 audited financial information,
including the financial statements;
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» reviewed written correspondence DPI sent to a
sample of school districts, independent charter
schools, Parental Choice program schools, and
SNSP schools after it had reviewed the FY 2022-23
audited financial information; and

» assessed available information about the amount of
time that DPI staff spent reviewing audited financial
information, including the financial statements.

We focused our evaluation primarily on DPI’s reviews of the FY 2022-23
audited financial statements and related audit findings. As such, we

did not contact any school districts, independent charter schools,
Parental Choice program schools, or SNSP schools in order to determine
the actions they took in response to DPI's reviews or to obtain additional
information from them. We did not consider FY 2023-24 audited financial
information because not all such information had been submitted to DPI
at the time of our audit fieldwork.



Financial Information Submitted to DPI
Timeliness of DPI's Reviews

Results of DPI's Reviews

Milwaukee Public Schools

We assessed DPI’s review We assessed DPI's review of the FY 2022-23 audited financial
of the FY 2022-23 audited statements and related audit findings for school districts. We found
financial statements and that audited financial statements and related audit findings were
submitted on time for 325 of 421 school districts (77.2 percent) but
were submitted an average of 67.7 calendar days late for 96 school
districts. Neither statutes nor DPI's policies specified a deadline by
which DPI was required to complete its review of the information
submitted to it. For the 325 school districts whose CPA firms submitted
audited financial statements and related audit findings on time, DPI
took an average of 87.4 calendar days to complete its review of the
information. For a sample of 18 school districts whose audited
financial statements and related audit findings were submitted late, we
found that DPI did not contact the school districts until at least 48 days
after the December 15, 2023 submission deadline established by DPI.
For a sample of 24 school districts whose FY 2022-23 audits of financial
statements indicated findings pertaining to cash reconciliation issues,
we found that DPI did not contact the school districts for five months
after the submission deadline. We recommend DPI establish written
policies to help ensure DPI contacts school districts about late
submissions, and modify its written policies to help ensure DPI
contacts school districts about the contents of school districts’ audited
financial statements and related audit findings.

related audit findings for
school districts.

Financial Information Submitted to DPI

The school board of each school district is statutorily required to hire a
CPA firm to audit the school district’s accounts after each fiscal year.
DPI’s policies require audited financial statements and related audit
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findings to be submitted to DPI annually by December 15. As a result,
DPTI’s policies required the FY 2022-23 audited financial statements
and related audit findings to be submitted by December 15, 2023. As
noted, CPA firms submit the audited financial statements and related
audit findings to DPI on behalf of the school district.

Annually on July 1 and October 15, statutes require DPI to provide each
school district with an estimate of the total amount of general state aid
the school district will receive in the current school year. Annually on
October 15, statutes also require DPI to calculate the total amount of
state aid that each school district will receive in the current school year
using the best available data. If adjustments to the amount of general
state aid a school district received in the prior school year are
necessary, statutes require DPI to increase or decrease the general aid
payment made in September of the following school year. DPI
calculates these adjustments each June. DPI indicated that the annual
December 15 deadline for school districts to submit audited financial
statements and related audit findings is intended to allow DPI adequate
time to review school districts” audited financial statements and
contact school districts, if necessary, to clarify information that may
affect the aid adjustments DPI calculates in June.

The FY 2022-23 audited As shown in Table 2, we found that the FY 2022-23 audited financial
financial statements and statements and related audit findings were submitted on time for
related audit findings were 325 school districts (77.2 percent), and were submitted after
submitted on time for 325 school December 15, 2023, for 96 school districts (22.8 percent).

districts (77.2 percent).

Table 2

School Districts:
Timeliness of FY 2022-23 Audited Financial Statements and
Related Audit Findings Submitted to DPI'

Audited Financial Statements

and Related Audit Findings Number of Percentage
Were: School Districts of Total
Submitted on Time? 325 77.2%
Submitted Late3 96 22.8
Total 421 100.0%

" DPI's policies required audited financial statements and related audit findings
to be submitted by December 15, 2023.

2 School districts whose CPA firms submitted their audited financial statements
and related audit findings by December 15, 2023.

3 School districts whose CPA firms submitted their audited financial statements
and related audit findings after December 15, 2023.
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financial statements and
related audit findings for

96 school districts were

submitted an average of

67.7 calendar days late.
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The FY 2022-23 audited financial statements and related audit
findings for 96 school districts were submitted an average of

67.7 calendar days late. As shown in Table 3, the audited financial
statements and related audit findings for 68 of the 96 school districts
(70.8 percent) were submitted at least 29.0 calendar days late. The

FY 2022-23 audited financial statements and related audit findings for
Milwaukee Public Schools were submitted on December 20, 2024,
which was approximately one year after the due date and was the latest
among all 421 school districts.

9

Table 3

School Districts:

Extent to Which FY 2022-23 Audited Financial Statements
and Related Audit Findings Were Submitted Late to DPI'

Number of Number of Percentage
Calendar Days Late School Districts of Total

1 through 7 days 19 19.8%

8 through 14 days 1 1.0

15 through 21 days 3 3.1

22 through 28 days 52

29 days or more 68 70.8
Total 96 100.0%

1 School districts whose CPA firms submitted their audited financial statements
and related audit findings after December 15, 2023.

We found that DPI’s
policies did not require
DPI to contact school
districts whose audited
financial statements and
related audit findings were
not submitted by the
established deadline.

We found that DPI’s policies did not require DPI to contact school
districts whose audited financial statements and related audit findings
were not submitted by the established deadline. However, DPI
indicated it typically emailed school districts in order to ask when
their audited financial statements and related audit findings would be
submitted. To determine the extent to which such contacts occurred,
we reviewed DPI's documentation for a sample of 18 school districts
whose FY 2022-23 audited financial statements and related audit
findings were submitted late. We selected these 18 school districts
because findings related to their audited financial statements
indicated cash reconciliation issues. These issues typically involved
inconsistencies between a school district’s internal records and
external records, such as bank statements.
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DPI began contacting the We found that DPI began contacting the sample of 18 school districts
sample of 18 school districts 47.0 calendar days after the December 15, 2023 deadline. Of the 18 school
whose FY 2022-23 audited districts in our sample, DPI did not contact 4 school districts, including

3 school districts whose audited financial statements and related audit
findings were submitted within three weeks after the December 15, 2023
. deadline and 1 school district that informed DPI that its statements would
submitted 47.0 calendar days be submitted late, but prior to the deadline. DPI first contacted 14 school
after the December 15,2023 gigiricts beginning on January 31, 2024, which was 47.0 calendar days
deadline. after the December 15, 2023 deadline. After contacting these 14 school
districts, the audited financial statements and related audit findings for
2 school districts were submitted by February 20, 2024. Beginning on
February 26, 2024, DPI contacted for a second time 9 of the 12 school
districts whose audited financial statements and related audit findings
had not been submitted. DPI did not provide documentation to indicate
it had contacted 3 of the 12 school districts for a second time.

financial statements and
related audit findings were

DPI indicated its staff who contacted school districts after the
December 15, 2023 deadline were led by an individual no longer
employed at DPI. DPI indicated it now places an increased emphasis
on contacting in a timely manner the school districts whose audited
financial statements and related audit findings are submitted late. DPI
also indicated that if a large number of audited financial statements
and related audit findings are not submitted until several months after
the December 15 deadline, DPI may not have adequate time to contact
school districts and clarify information on which it relies to calculate
accurate aid adjustments in June. FY 2022-23 audited financial
statements and related audit findings for four school districts were
submitted after June 2024. DPI indicated they calculated the aid
adjustments in June 2024 for these school districts based on estimates
DPI requested from the school districts’ CPA firms.

DPI should improve its DPI should improve its policies for contacting school districts whose
policies for contacting audited financial statements and related audit findings were not
school districts. submitted by the December 15 deadline, and establish written policies

that require it to contact these school districts within one month of the
missed deadline. DPI should also establish written policies that require
it to regularly contact all such school districts until their audited
financial statements and related audit findings are submitted. DPI
should train its staff on these newly established policies and regularly
monitor staff compliance with them. Doing so will help to ensure
that all audited financial statements and related audit findings are
submitted in an efficient manner and that DPI has adequate time to
review the submissions and contact school districts as necessary to
calculate accurate aid adjustments in June.



Neither statutes nor DPI’s
policies specified a deadline
by which DPI was required
to complete its review of

the audited financial
statements and related
audit findings submitted for
school districts.
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M Recommendation

We recommend the Department of Public Instruction:

= establish written policies that require it to contact within
one month of the December 15 deadline all school
districts whose audited financial statements and related
audit findings were not submitted by December 15;

= establish written policies that require it to regularly
contact all such school districts until the audited financial
statements and related audit findings are submitted;

= provide its staff with training on these newly established
policies;

= regularly monitor staff compliance with these newly
established policies; and

= report to the Joint Legislative Audit Committee
by December 15, 2025, on the status of its efforts to
implement these recommendations.

Timeliness of DPI’s Reviews

Neither statutes nor DPI’s policies specified a deadline by which DPI
was required to complete its review of the audited financial statements
and related audit findings submitted for school districts. DPI's
documentation indicated the date on which DPI began to review each
school district’s audited financial statements and related audit findings
and the date it completed each review. During DPI’s review of a school
district’s audited financial statements and related audit findings, DPI
may require the school district to modify information in their financial
statements or submit additional financial reporting requirements
before DPI’s final sign off can occur, which delays the date when DPI
completes its review of such information.

We analyzed the documentation for the FY 2022-23 audited financial
statements and related audit findings of 419 school districts. We
excluded from our analysis the audited financial statements and related
audit findings for Milwaukee Public Schools because DPI’s review of it
was ongoing at the time of our audit fieldwork. We also excluded from
our analysis the audited financial statements and related audit findings
for one other school district because DPI's data contained inaccurate
review times for that district.
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DPI took an average of As shown in Figure 1, we found that on average, DPI completed its
87.4 calendar days to review of the audited financial statements and related audit findings
complete its review of ~ 87.4 calendar days after the December 15, 2023 deadline for 325 school
the audited financial districts that submitted audited financial statements and related audit

findings on time. We found DPI did not begin to review the audited

financial statements and related audit findings for an average of

74.7 calendar days after December 15, 2023, which was the latest date

these on-time statements and related audit findings were submitted,

districts. and it then took an average of 12.7 calendar days for DPI to review
them. In contrast, it took an average of 57.4 calendar days for DPI to
complete its review of the audited financial statements and related
audit findings for 94 school districts whose statements and related
audit findings were submitted an average of 62.1 calendar days late.

statements and related
audit findings submitted
on time for 325 school

Figure 1

School Districts:
Average Number of Calendar Days Elapsed for DPI to Complete Reviews of
FY 2022-23 Audited Financial Statements and Related Audit Findings’

(] DPI Did Not Have Them [] DPI Did Not Review Them [l DPI Reviewed Them

87.4
Audited Financial Statements T 1

and Related Audit Findings
Were Submitted on Time
(325 school districts)

74.7 12.7

57.4
Audited Financial Statements f |
and Related Audit Findings ‘ 62.1 30.1 27.3
Were Submitted Late’
(94 school districts)

[ I I I I I |
0 20 40 60 80 100 120

Average Number of Calendar Days
T We excluded from our analysis the audited financial statements and related audit findings for Milwaukee Public Schools

because DPI’s review was ongoing at the time of our audit fieldwork. We also excluded the audited financial statements and
related audit findings for another school district because DPI's data contained inaccurate review times for this district.

DPI indicated it did not begin to review the audited financial statements
and related audit findings immediately after submission for multiple
reasons, including because its staff were busy completing other job
duties. Because DPI’s staff did not track how they spent time, we were
unable to independently assess whether the staff could have begun their
reviews sooner. DPI indicated that staff now place a greater emphasis on
reviewing audited financial statements and related audit findings when
they are submitted. However, DPI indicated that it does not have written
policies for reviewing school districts’ audited financial statements and
related audit findings when they are submitted. As noted, DPI indicated
it requires time after the annual December 15 deadline to review school



DPI should improve the
timeliness of its review
of audited financial
statements and related
audit findings for school
districts.

SCHOOL DISTRICT FINANCIAL INFORMATION ( 13

districts’ audited financial statements and related audit findings and
contact school districts, if necessary, to clarify information that affects
the June aid adjustment calculations DPI performs.

DPI should improve the timeliness of its review of audited financial
statements and related audit findings for school districts. To do so,

DPI should establish written policies that specify a deadline for starting
its review of the audited financial statements and related audit findings
submitted on time to DPI. Additionally, DPI should establish written
policies that specify a deadline for completing its reviews of audited
financial statements and related audit findings for school districts.

DPI should provide its staff with training on these newly established
policies, and regularly monitor staff compliance with them. Doing so
will help to ensure DPI can review all submitted information and
contact school districts as necessary in order to calculate accurate aid
adjustments in June.

¥ Recommendation

We recommend the Department of Public Instruction:

= establish written policies that specify a deadline for
starting its review of audited financial statements and
related audit findings submitted by December 15 for
school districts;

» establish written policies that specify a deadline for
completing its reviews of audited financial statements
and related audit findings for school districts;

» provide its staff with training on these newly established
policies;

= regularly monitor staff compliance with these newly
established policies; and

» report to the Joint Legislative Audit Committee by
December 15, 2025, on the status of its efforts to
implement these recommendations.

Results of DPI’s Reviews

Statutes require a CPA firm to submit to DPI the audited financial
statements and related audit findings in accordance with minimum
standards that DPI establishes. Administrative rules indicate that if any
submitted information does not comply with the minimum standards
prescribed in rules, such as having been prepared in accordance with
generally accepted accounting principles (GAAP), DPI must refer the
matter to the relevant school district for corrective action.
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A CPA firm provides an opinion on an educational entity’s financial
statements, which indicates whether the statements are fairly stated in
all material respects in accordance with GAAP. As shown in Figure 2,

a CPA firm may provide an unmodified or modified opinion on the
educational entity’s financial statements.

Figure 2

Opinions CPA Firms May Provide on Financial Statements

Modified
Opinion

Unmodified
Opinion

Indicates a CPA firm

concluded that a financial
statement was prepared in

Expresses reservations
about a financial statement
because, for example, an

accordance with generally
accepted accounting
principles and reasonably
represents an educational
entity’s financial condition.
Unmodified opinions may be

educational entity did not
appropriately present

its financial records in
accordance with generally
accepted accounting
principles.

called “clean” opinions.

Modified Opinion Types:
Qualified, Adverse, and
Disclaimer

The FY 2022-23 audited
financial statements for
419 of the 421 school
districts (99.5 percent)
included unmodified

opinions.

As shown in Table 4, we found that the FY 2022-23 audited financial
statements for 419 of the 421 school districts (99.5 percent) included
unmodified opinions. The audited financial statements for two school
districts had qualified opinions, which is a type of modified opinion,
because the districts did not have actuarial studies performed on
retirement benefits for former school district employees. DPI indicated
it did not refer these audited financial statements to the school districts
because it typically does not require corrective action for qualified
opinions that are based on such issues, which DPI’s policies indicated
are the most-common reason for qualified opinions.
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Table 4

School Districts:
CPA Firm Opinions on FY 2022-23 Audited Financial Statements, by Type

Number of Percentage
Type of Opinion School Districts of Total
Unmodified 419 99.5%
Modified
Qualified 2 0.5
Adverse 0 0.0
Disclaimer 0 0.0
Subtotal 2 0.5
Total 421 100.0%

As shown in Figure 3, CPA firms may identify three types of issues in an
audit of an educational entity’s financial statements.

Figure 3

Issues CPA Firms May Identify in Audits of Financial Statements

Material Significant

Deficiencies

Statutory

Weaknesses Noncompliance

Are deficiencies in internal
control such that there is a
reasonable possibility that a
material misstatement of the
financial statements or
material noncompliance will
not be prevented or will not
be detected and corrected in
a timely manner.

Are deficiencies in internal
control that are less severe
than material weaknesses
but are important enough to
merit attention by individuals
charged with governance.
These individuals are respon-
sible for overseeing the
strategic direction of an entity,
including overseeing the
financial reporting process or
overseeing compliance.

Refers to an educational
entity’s noncompliance with
laws, regulations, contracts,
and grant agreements.
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Audits of an educational entity’s financial statements may indicate
more than one of these three types of issues. For example, an audit
may indicate both a material weakness and a significant deficiency.

The FY 2022-23 audits of =~ As shown in Table 5, we found that the FY 2022-23 audits of financial
financial statements of ~ statements of 182 school districts (43.2 percent) indicated material
182 school districts weaknesses, the FY 2022-23 audits of financial statements of 239 school
(43.2 percent) indicated districts (56.8 percent) indicated significant deficiencies, and the
FY 2022-23 audits of financial statements of 13 school districts
(3.1 percent) indicated statutory noncompliance. The FY 2022-23
audits of financial statements for 52 school districts (12.4 percent)
did not indicate any of these three types of issues. Issues of statutory
noncompliance identified by CPA firms typically pertained to school
district expenditures that exceeded the budgeted amounts. For
example, expenditures at 15 school districts exceeded budgeted
amounts by an average of $746,200, including one school district that
exceeded its budget by $3.8 million.

material weaknesses.

Table 5

School Districts:
Extent to Which FY 2022-23 Audits of the Financial Statements Indicated Certain Issues, by Type'

Percentage of
Number of Total
Type of Issue School Districts School Districts
Material Weakness 182 43.2%
Significant Deficiency 239 56.8
Statutory Noncompliance 13 3.1

T Audits of financial statements may indicate multiple types of issues.

As shown in Figure 4, CPA firms may associate material weaknesses,
significant deficiencies, and statutory noncompliance with certain
types of findings.



SCHOOL DISTRICT FINANCIAL INFORMATION

17

Types of Financial Reporting Findings CPA Firms May Identify in Audits of Financial Statements

Preparation
of Required
Financial Reports

Segregation
of Duties

Audit
Adjustments

Cash
Reconciliation

Expenditures
over Budget

Documentation

Figure 4

Indicates an educational entity engaged the same CPA firm to both
prepare and audit its financial information or improperly prepared its
financial information.

Indicates an educational entity did not assign certain financial tasks,
such as approving the purchase of goods and services, among multiple
staff in order to reduce the likelihood of inappropriate transactions.

Indicates a CPA firm needed to adjust an educational entity’s financial
information in order to ensure accuracy.

Indicates an educational entity had inconsistencies between different
internal records and external financial records, such as bank statements.

Indicates an educational entity’s expenditures exceeded its budgeted
amount.

Indicates an educational entity did not possess certain important
documentation, such as documentation to support certain
transactions.

The most-common type of
finding in the FY 2022-23
audits of financial
statements for school
districts pertained to the
preparation of required
financial reports.

As shown in Table 6, the most-common type of finding in the

FY 2022-23 audits of financial statements for school districts pertained
to the preparation of required financial reports. The audits of financial

statements submitted after the December 15, 2023 deadline each
indicated an average of 2.3 findings, while audits of financial

statements submitted on time each indicated an average of 1.6 findings.
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Table 6

School Districts:

FY 2022-23 Audits of Financial Statements That Indicated Financial Reporting Findings, by Type'

Percentage of

Number of Total
Type of Finding School Districts School Districts
Preparation of Required
Financial Reports 287 68.2%
Segregation of Duties 256 60.8
Audit Adjustments 123 29.2
Cash Reconciliation 26 6.2
Expenditures Over Budget 15 3.6
Documentation 4 1.0
Other? 4 1.0

T Audits of financial statements may indicate multiple types of findings.

2 Includes findings pertaining to school district policies and transactions not approved by

a school board.

DPI requires a school district to submit a plan describing the corrective
actions the school district will take to address each finding identified in
a school district’s audit. If a finding is repeated in subsequent years, it
may indicate a school was unable to complete its plan to address the
finding. A repeat finding is a finding that was also noted in the audit
for the prior year, and such a repeat finding may indicate an issue of
particular concern.

As shown in Table 7, we found that the FY 2022-23 audits of financial
statements for 370 school districts (87.9 percent) indicated at least one
finding. The FY 2022-23 audits of financial statements for 352 school
districts (83.6 percent) indicated at least one repeat finding from the
prior year. Segregation of duties findings were the most-common type
of repeat finding in the FY 2022-23 audits of financial statements.
Although DPI indicated budgetary constraints prevent certain school
districts from hiring additional staff to address this type of finding, we
note that segregation of duties findings may also be resolved through
the introduction of compensating controls, which are additional
procedures designed to mitigate risks when a primary control is
ineffective or missing.
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Table 7

School Districts:

Extent to Which the FY 2022-23 Audits of Financial Statements Indicated Findings

Percentage of
Audits of Financial Number of Total
Statements Indicated: School Districts School Districts
At Least One Finding 370 87.9%
At Least One Repeat Finding 352 83.6

We found that 281 of

343 school districts

whose audits of financial
statements we reviewed
(81.9 percent) had at least
one repeat finding in their
FY 2022-23 audits of
financial statements.

We examined in greater detail the audits of financial statements of

343 school districts that spent $750,000 or more in federal funds in

FY 2022-23 because the statements for these school districts were
readily available for prior fiscal years. In doing so, we determined if a
particular finding was reported in the FY 2022-23 and the FY 2021-22
audits of financial statements for a given school district. If so, we
determined whether this particular finding was also noted in the

FY 2020-21 and the FY 2019-20 audits of financial statements. This
analysis allowed us to determine the extent to which particular findings
were repeated for two, three, or four fiscal years consecutively.

As shown in Table 8, we found that 281 of 343 school districts whose
audits of financial statements we reviewed (81.9 percent) had at
least one repeat finding in their FY 2022-23 audits of financial
statements, including 262 school districts that had repeat findings
in four consecutive years.
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Table 8

Certain School Districts:
Extent to Which the Audits of FY 2022-23 Financial Statements Indicated Repeat Findings'

Repeat Findings Indicated in Number of Percentage of
Audits Of Financial Statements for: School Districts School Districts
Two Consecutive Years? 7 2.0%
Three Consecutive Years® 12 3.5

Four Consecutive Years* 262 76.4

Total 281 81.9

" Includes 343 school districts that spent $750,000 or more in federal funds in FY 2022-23.
2 FY 2021-22 and FY 2022-23 audits of financial statements.

3 FY 2020-21, FY 2021-22, and FY 2022-23 audits of financial statements.

4 FY 2019-20, FY 2020-21, FY 2021-22, and FY 2022-23 audits of financial statements.

We assessed DPI's review of the FY 2022-23 audits of financial statements
for school districts. DPI’s policies required DPI to review the audited
financial statements and related audit findings, record certain key
information in a summary document, and contact school districts if the
audits indicated cash reconciliation findings. DPI indicated that it may
contact school districts if the audits indicated audit adjustment findings
in order to clarify the information needed to calculate accurate aid
adjustments in June. However, DPI’s policies did not specify under what
circumstances DPI staff should contact school districts as a result of
audit adjustment findings. We found that DPI’s policies:

» did not specify when DPI should contact school
districts whose audits of financial statements
indicate other types of findings, including repeat
findings;

» did not specify when DPI should contact school
districts or the types of information that DPI
should convey to or request from school districts
it contacts; and

* did not require DPI to take particular action as a
result of its review of a given school district’s audits
of financial statements.
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DPI did not begin to contact We analyzed DPI’s written correspondence with a sample of 24 school
the 24 school districts whose districts whose audits of financial statements indicated cash reconciliation
audits of financial statements findings. We found that DPI did not begin to contact the 24 school districts
about such findings until May 2024, which was five months after the
December 15, 2023 deadline. DPI indicated it did not contact the school
districts sooner, in part, because it decided to review all school districts’
audits of financial statements before contacting those school districts with
cash reconciliation findings, and DPI had completed its review of most
December 15, 2023 deadline  school districts’ audits of financial statements by the end of May.
Jor submitting the audits of
financial statements. We found that DPI contacted the 24 school districts and requested that
each of them provide it with a bank statement pertaining to one month
in FY 2023-24. Documentation provided to us indicated that DPI:

indicated cash reconciliation
findings about such findings
until May 2024, which was five
months or more after the

= obtained complete bank statements from 22 school
districts;

* obtained an incomplete bank statement from one
school district in December 2024, but at the time of
our audit fieldwork DPI had not contacted the
school district again to obtain a complete bank
statement; and

= was working at the time of our audit fieldwork to
obtain a bank statement from one school district.

In addition, we analyzed DPI’s written correspondence with 13 school
districts whose audits of financial statements indicated findings
pertaining to statutory noncompliance, including 11 findings that were
for expenditures over budget. We found that DPI did not contact any of
the 13 school districts about these findings. DPI indicated it did not
contact these school districts, in part, because such findings could be
the result of one type of expenditure exceeding the budget. DPI also
indicated that its reviews do not assess whether the CPA firm’s
indication that the school district is violating statutes is accurate, but
rather, focuses on reviewing the findings the CPA firm has submitted
with the audits of financial statements, and determining whether the
findings are appropriate for follow-up.

DPI should modify its DPI should modify its written policies to specify when it should contact

written policies to specify school districts whose audits of financial statements indicate certain

when it should contact types of findings, including repeat findings. The written policies should
specify deadlines by which it should contact such school districts after
audits of financial statements are submitted, as well as the types of
information that it should convey to or request from school districts
whose audits of financial statements indicate findings. DPI should
provide its staff with training on how to follow these modified policies,
and it should regularly monitor staff compliance with them. Taking
these actions will help to ensure that DPI consistently reviews and acts
upon the audit findings of school districts.

school districts based on
certain types of findings.
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M Recommendation

We recommend the Department of Public Instruction:

» modify its written policies to specify when it will contact
school districts whose audits of financial statements
indicate certain types of findings, including repeat
findings;

» modify its written policies to specify deadlines by which
it will contact such school districts after audits of financial
statements are submitted;

* modify its written policies to specify the types of
information that it will convey to or request from school
districts whose audits of financial statements indicate
findings;

= provide its staff with training on these modified policies;

= regularly monitor staff compliance with these modified
policies; and

» report to the Joint Legislative Audit Committee by
December 15, 2025, on the status of its efforts to
implement these recommendations.

Milwaukee Public Schools

As noted, FY 2022-23 audited financial statements and related audit
findings for school districts were due on December 15, 2023. On this
date, Milwaukee Public Schools contacted DPI to indicate that its CPA
firm would not be able to submit the audited financial statements and
related audit findings by this deadline, and DPI responded to this
communication with a request for an anticipated submission date.
Milwaukee Public Schools indicated it would need to discuss an
anticipated audit submission date with its CPA firm before providing
such a date to DPI.

DPI did not contact Milwaukee Public Schools again until February 5, 2024,
or 52 calendar days after the December 15, 2023 deadline. As noted, DPI
began contacting our sample of 18 school districts whose audited financial
statements and related audit findings were submitted late on January 31,
2024, or 47 calendar days after the December 15, 2023 deadline about the
absence of required audited financial statements and related audit findings.
Documentation indicates that DPI first met with Milwaukee Public Schools
on February 16, 2024, about the absence of its FY 2022-23 audited financial
statements and related audit findings. On March 15, 2024, documentation
indicates that DPI began meeting multiple times a month with Milwaukee



Milwaukee Public Schools
did not submit its FY 2022-23
audited financial statements

and related audit findings

until December 20, 2024, or
371 calendar days after the
December 15, 2023 deadline.
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Public Schools. On May 8, 2024, DPI indicated that Milwaukee Public
Schools must provide financial data by May 13, and DPI set up daily
meetings with Milwaukee Public Schools. Milwaukee Public Schools did not
provide the requested financial data by this deadline. As a result of the
absence of the financial data and reports, including the FY 2022-23 audited
financial statements and related audit findings, DPI sent a letter to
Milwaukee Public Schools on May 24, 2024, indicating that there would
likely be a reduction in Milwaukee Public Schools’ general aid payments for
the subsequent school year due to errors in their reported shared costs. DPI
also indicated it might withhold aid to Milwaukee Public Schools. On

June 6, 2024, DPI sent a letter to Milwaukee Public Schools indicating it
would withhold the school district’s June 2024 Special Education Aid
payment of $16.6 million, as permitted by statutes. In the May 24 letter, DPI
required that Milwaukee Public Schools provide a plan on how the school
district would complete all financial reports that had not been submitted,
including the FY 2022-23 audited financial statements. This plan was
approved by the Milwaukee Board of School Directors on June 13, 2024.

On July 2, 2024, DPI set up weekly recurring meetings on Tuesdays and
Thursdays with Milwaukee Public Schools. Additionally, Milwaukee
Public Schools and DPI signed an agreement intended to monitor
Milwaukee Public School’s progress in implementing the plan to
complete its financial reporting. On September 12, 2024, Milwaukee
Public Schools provided DPI a draft of a second plan addressing how
Milwaukee Public Schools planned to fulfill future reporting requirements
by required deadlines. DPI provided an edited version of this plan back to
Milwaukee Public Schools on September 24, 2024, and it was approved by
the Milwaukee Board of School Directors on January 28, 2025.

As noted, Milwaukee Public Schools did not submit its FY 2022-23
audited financial statements and related audit findings until

December 20, 2024, or 371 calendar days after the December 15, 2023
deadline. Excluding Milwaukee Public Schools, the FY 2022-23 audited
financial statements and related audit findings for the school districts
whose audited financial statements and related audit findings were
submitted after the December 15, 2023 deadline were submitted an
average of 64.5 calendar days late. As of July 31, 2025, DPI had not
documented that it had completed its review of Milwaukee Public
Schools’ FY 2022-23 audited financial statements and related audit
findings, which is 223 calendar days after Milwaukee Public Schools’
CPA firm submitted FY 2022-23 audited financial statements and related
audit findings and 594 calendar days after the December 15, 2023
deadline. As noted, it took an average of 57.4 calendar days for DPI to
complete its review of the FY 2022-23 audited financial statements and
related audit findings for 94 other school districts whose statements were
submitted late.

On May 5, 2025, DPI sent an email to Milwaukee Public Schools
requiring that Milwaukee Public Schools complete certain financial
reporting items, including the FY 2023-24 audited financial statements
no later than May 30, 2025, 166 days after the December 15, 2024
deadline. DPI indicated that if Milwaukee Public Schools did not
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complete the FY 2023-24 audited financial statements by the May 30
deadline, DPI would issue a notice to withhold aid from Milwaukee
Public Schools. As of July 31, 2025, DPI had not documented that
Milwaukee Public Schools’ CPA firm had submitted the school district’s
FY 2023-24 audited financial statements and related audit findings,
which was 228 calendar days after the December 15, 2024 deadline.
DPI indicated that it would withhold funding from Milwaukee Public
Schools as a result of Milwaukee Public Schools not submitting
required financial reports on time, including the audited financial
statements and related audit findings.



Financial Information Submitted to DPI
Timeliness of DPI’s Reviews

Results of DPI's Reviews

We assessed DPI’s review  We assessed DPI’s review of the FY 2022-23 audited financial
of the FY 2022-23 audited  statements and related audit findings for independent charter schools.
financial statements and ~ We found that audited financial statements and related audit findings
were submitted on time for 23 of 28 independent charter schools

(82.1 percent) but were submitted an average of 56.4 calendar days late
for 5 independent charter schools. Neither statutes nor DPI's policies
specified a deadline by which DPI was required to complete its review
of the information submitted to it. We found that DPI did not have any
written policies for reviewing audited financial statements and related
audit findings for independent charter schools and took an average of
82.0 calendar days to complete its review of audited financial
statements and related audit findings for schools that submitted their
statements and related audit findings by the December 15, 2023
deadline established by DPI. We recommend DPI establish written
policies to help ensure DPI contacts independent charter schools in a
timely manner about late submissions and the contents of schools’
audited financial statements and related audit findings.

related audit findings for
independent charter
schools.

Financial Information Submitted to DPI

Each independent charter school hires a CPA firm to audit the
independent charter school’s accounts after each fiscal year in
accordance with GAAP. DPI’s policies require audited financial
statements and related audit findings to be submitted annually by
December 15. As a result, DPI’s policies required the audited financial
statements and related audit findings for FY 2022-23 to be submitted
by December 15, 2023. CPA firms, rather than independent charter
schools, submit the audited financial statements and related audit

25
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The FY 2022-23 audited
financial statements and
related audit findings were
submitted on time for

23 independent charter
schools (82.1 percent).

findings to DPI. As noted, independent charter schools may include
schools that operate multiple school locations but were governed by a
single legal entity with financial reports submitted on behalf of all
school locations.

As shown in Table 9, we found that FY 2022-23 audited financial
statements and related audit findings were submitted on time for

23 independent charter schools (82.1 percent), but they were submitted
after December 15, 2023, for 5 independent charter schools

(17.9 percent). Three of these five independent charter schools were
authorized by UW System Administration’s Office of Educational
Opportunity, one was authorized by UW-Parkside, and one was
authorized by Lac Courte Oreilles Ojibwe University.

Table 9

Independent Charter Schools:

Timeliness of FY 2022-23 Audited Financial Statements and Related Audit Findings Submitted to DPI'

Audited Financial Statements

and Related Audit Findings Number Percentage
Were: of Schools of Total
Submitted on Time? 23 82.1%
Submitted Late3 5 17.9
Total 28 100.0%

" DPI's policies required audited financial statements and related audit findings
to be submitted by December 15, 2023.

2 Schools whose CPA firms submitted their audited financial statements and
related audit findings by December 15, 2023.

3 Schools whose CPA firms submitted their audited financial statements
and related audit findings after December 15, 2023.

The FY 2022-23 audited
financial statements and
related audit findings for
fiveindependent charter

schools were submitted an
average of 56.4 calendar
days late.

The FY 2022-23 audited financial statements and related audit findings
for five independent charter schools were submitted an average of
56.4 calendar days late. As shown in Table 10, the audited financial
statements and related audit findings for these five independent
charter schools were all submitted at least 29.0 calendar days late.
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Table 10

Independent Charter Schools:
Extent to Which FY 2022-23 Audited Financial Statements and Related Audit Findings
Were Submitted Late to DPI’

Number of Number Percentage
Calendar Days Late of Schools of Total

1 through 7 days 0 0.0%

8 through 14 days 0 0.0

15 through 21 days 0 0.0

22 through 28 days 0 0.0

29 days or more 5 100.0
Total 5 100.0%

1 Schools whose CPA firms submitted their audited financial statements
and related audit findings after December 15, 2023.

We found that DPI did not establish policies to contact independent
charter schools if their audited financial statements and related

audit findings were submitted late. DPI indicated it did not establish
such policies because relatively few independent charter schools

were in operation. However, DPI indicated it typically emailed such
independent charter schools and reminded them that their audited
financial statements and related audit findings must be submitted.

To determine the extent to which such contacts occurred, we reviewed
DPI’s correspondence with the five independent charter schools whose
audited financial statements and related audit findings were submitted
after the December 15, 2023 deadline.

We found that DPI contacted four of the five independent charter
schools by January 4, 2024, to request updates on the submission status
of the audited financial statements and related audit findings. On
January 16, 2024, DPI emailed all five independent charter schools and
notified them that their audited financial statements and related audit
findings were one month late. DPI provided documentation that
indicated the audited financial statements and related audit findings
for three of the five independent charter schools were submitted in
January 2024. On February 5, 2024, DPI informed the remaining two
independent charter schools that if their audited financial statements
and related audit findings were not submitted by February 20, 2024,
DPI would suspend payments to certain claims until the statements
and related audit findings were submitted. On February 12, 2024, the
audited financial statements and related audit findings for one of the
independent charter schools were submitted, and on April 1, 2024, they
were submitted for the second school. Although DPI paused reimbursing
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DPI should establish
policies that require it to
contact independent
charter schools whose
audited financial
statements and related
audit findings are not
submitted by the
established deadline.

the second independent charter school for certain expenses, DPI
indicated doing so for reasons unrelated to the late submission.

DPI should establish written policies that require it to contact
independent charter schools whose audited financial statements and
related audit findings are not submitted by the December 15 deadline
within one month of the missed deadline. DPI should also establish
written policies that require it to regularly contact all such independent
charter schools until their audited financial statements and related
audit findings are submitted. DPI should provide its staff with training
on these newly established policies and regularly monitor staff
compliance with them. Doing so will help to ensure that all audited
financial statements and related audit findings are submitted as soon
as possible after the December 15 deadline, and DPI can begin to
review them.

™ Recommendation

We recommend the Department of Public Instruction:

= establish written policies that require it to contact within
one month of the missed deadline all independent charter
schools whose audited financial statements and related
audit findings were not submitted by December 15;

= establish written policies that require it to regularly
contact all independent charter schools until the audited
financial statements and related audit findings are
submitted;

» provide its staff with training on these newly established
policies;

= regularly monitor staff compliance with these newly
established policies; and

» report to the Joint Legislative Audit Committee by
December 15, 2025, on the status of its efforts to
implement these recommendations.

Timeliness of DPI's Reviews

Neither statutes nor DPI’s policies specified a deadline by which DPI
was required to complete its review of the audited financial statements
and related audit findings submitted to it for independent charter
schools. DPI provided us with documentation of the date it began to
review each independent charter school’s audited financial statements
and related audit findings and the date it completed each review.
During DPI's review of an independent charter school’s audited



DPI took an average of
82.0 calendar days to
complete its review of
the audited financial

statements and related

audit findings for 21 of the
23 independent charter
schools whose statements
and related audit findings
were submitted on time.
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financial statements and related audit findings, DPI may require

the independent charter school to modify information in its financial
statements or submit additional financial reporting requirements
before DPI’s final sign off can occur, which delays the date when

DPI completes its review of such information. We analyzed the
documentation for 26 independent charter schools, but DPI did not
provide documentation for 2 of the charter schools whose statements
and related audit findings were submitted on time.

As shown in Figure 5, we found that, on average, DPI completed its
review of the audited financial statements and related audit findings
82.0 calendar days after the December 15, 2023 deadline for 21 of the
23 independent charter schools whose financial statements and related
audit findings were submitted on time. We found DPI did not begin to
review these audited financial statements and related audit findings for
an average of 56.0 calendar days after December 15, 2023, which was
the latest date these on-time statements and related audit findings were
submitted, and it then spent an average of 26.0 calendar days for DPI to
review them. In contrast, it took an average of 68.8 calendar days for
DPI to complete its review of the audited financial statements and
related audit findings for the five independent charter schools whose
statements and related audit findings were submitted an average of
56.4 calendar days late.

Figure 5

Independent Charter Schools:

Average Number of Calendar Days Elapsed for DPI to Complete Reviews of
FY 2022-23 Audited Financial Statements and Related Audit Findings

Audited Financial Statements
and Related Audit Findings
Were Submitted on Time'

(21 schools)

Audited Financial Statements
and Related Audit Findings
Were Submitted Late

(5 schools)

[] DPI Did Not Have Them  [[] DPI Did Not Review Them [l DPI Reviewed Them

82.0

’ 56.0

26.0

68.8

‘ 56.4 ‘ 29.8 39.0

[ I I I I I I |
0 20 40 60 80 100 120 140

Average Number of Calendar Days

1 DPI did not provide documentation for two of the independent charter schools whose audited financial
statements and related audit findings were submitted on time.
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DPI should improve the
timeliness of its review of
audited financial statements
and related audit findings for
independent charter schools.

DPI should improve the timeliness of its review of audited financial
statements and related audit findings for independent charter schools.
To do so, DPI should establish written policies that specify a deadline
for starting its review of the audited financial statements and related
audit findings submitted on time to DPI. Additionally, DPI should
establish written policies that specify a deadline for completing its
reviews of audited financial statements and related audit findings for
independent charter schools. DPI should provide its staff with training
on these newly established policies, and regularly monitor staff
compliance with them. Doing so will help to ensure DPI completes its
review of audited financial statements and related audit findings as
soon as possible after the independent charter schools’ CPA firms
submit them.

M Recommendation

We recommend the Department of Public Instruction:

= establish written policies that specify a deadline for
starting its review of the audited financial statements and
related audit findings submitted for independent charter
schools by December 15;

= establish written policies that specify a deadline for
completing its reviews of audited financial statements and
related audit findings for independent charter schools;

= provide its staff with training on these newly established
policies;

= regularly monitor staff compliance with these newly
established policies; and

» report to the Joint Legislative Audit Committee by
December 15, 2025, on the status of its efforts to
implement these recommendations.

Results of DPI’s Reviews

Statutes require a CPA firm to submit financial statements that are
audited in accordance with minimum standards, such as GAAP.
Administrative rules do not require DPI to refer noncompliance with
minimum standards to the relevant independent charter school or its
authorizer for corrective action. We found that DPI did not establish
policies for reviewing audited financial statements and related audit
findings for independent charter schools. Similarly, DPI did not have
policies that required it to contact independent charter schools or the
authorizers of such schools if the audited financial statements and
related audit findings indicated certain findings. DPI indicated it did
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not establish policies because relatively few independent charter schools
were in operation.

A CPA firm provides an opinion on an independent charter school’s
financial statements, which indicates whether the statements are fairly
stated in all material respects in accordance with GAAP. As was shown
in Figure 2, a CPA firm may provide an unmodified opinion or modified
opinion on the entity’s financial statements.

As shown in Table 11, we found that the FY 2022-23 audited financial
statements for 27 of the 28 independent charter schools (96.4 percent)
included unmodified opinions. The audited financial statements for one
school included a qualified opinion, which is a type of modified opinion,
because of incomplete cash records and supporting documents for
expenditures, which resulted in the CPA firm being unable to obtain
sufficient and appropriate audit evidence about the amount recorded as
cash on the accompanying statements of financial position and the
amounts spent for FY 2022-23.

Table 11

Independent Charter Schools:
CPA Firm Opinions on FY 2022-23 Audited Financial Statements, by Type

Number Percentage

Type of Opinion of Schools of Total
Unmodified 27 96.4%
Modified

Qualified 1 3.6
Adverse 0 0.0
Disclaimer 0 0.0
Subtotal 1 3.6
Total 28 100.0%

Documentation indicated DPI discussed in February 2024 the qualified
opinion for one school with UW System Administration’s Office of
Educational Opportunity, which authorized the school’s charter. This
school had a qualified opinion for the same reasons on its FY 2021-22
audited financial statements and met with DPI in September 2023 to
discuss the school’s financial situation. As a result of the school’s
financial statements having qualified opinions for two consecutive
years, DPI indicated it placed this school under increased financial
monitoring that required it to submit quarterly reports of its
transactions to DPI.



32 ) INDEPENDENT CHARTER SCHOOL FINANCIAL INFORMATION

The FY 2022-23 audits of

financial statements of
9independent charter
schools (32.1 percent)
indicated material
weaknesses.

As was shown in Figure 3, CPA firms may identify three types of issues
in audits of financial statements. Audits of financial statements may
indicate more than one of these three types of issues. As shown in
Table 12, we found that the FY 2022-23 audits of financial statements
of 9 of the 28 independent charter schools (32.1 percent) indicated
material weaknesses, and the audits of 7 independent charter schools
(25.0 percent) indicated significant deficiencies. The audits of financial
statements for 17 independent charter schools (60.7 percent) did not
indicate any of these three types of issues.

Table 12

Independent Charter Schools:

Extent to Which FY 2022-23 Audits of the Financial Statements Indicated Certain Issues, by Type'

Number Percentage of
Type of Issue of Schools Total Schools
Material Weakness 32.1%
Significant Deficiency 7 25.0
Statutory Noncompliance 0 0.0

T Audits of financial statements may indicate multiple types of issues.

The most-common type of
finding in the FY 2022-23
audits of financial statements
Jor independent charter
schools pertained to the
preparation of required
financial reports.

As was shown in Figure 4, CPA firms may associate material
weaknesses, significant deficiencies, and statutory noncompliance
with certain types of findings. Such findings typically pertain to a
school’s financial administration.

As shown in Table 13, the most-common type of finding in the

FY 2022-23 audits of financial statements for independent charter
schools pertained to the preparation of required financial reports. Such
findings typically involved schools that relied on their CPA firms to
both prepare and audit the financial statements, which may occur if
schools do not have the expertise to prepare their financial statements
in accordance with GAAP. The audits of financial statements for

11 independent charter schools (39.3 percent) indicated at least one
finding. In these instances, the CPA firms made recommendations to
the independent charter schools to complete a review of the financial
statements to ensure the independent charter school understood and
accepted responsibility for the financial statements as prepared.
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Table 13

Independent Charter Schools:

FY 2022-23 Audits of Financial Statements That Indicated Financial Reporting Findings, by Type'

Number Percentage of
Type of Finding of Schools Total Schools
Preparation of Required
Financial Reports 7 25.0%
Segregation of Duties 6 21.4
Audit Adjustments 6 21.4
Documentation 3 10.7
Cash Reconciliations 1 3.6

T Audits of financial statements may indicate multiple types of issues.

Seven independent charter
schools (25.0 percent) had
at least one repeat finding
in their FY 2022-23 audits

of financial statements.

DPIrequires an independent charter school to submit a plan
describing the corrective actions the independent charter school will
take to address each finding identified in an independent charter
school’s audit. If a finding is repeated in subsequent years, it may
indicate an independent charter school was unable to complete its plan
to address the finding. A repeat finding is a finding that was also noted
in the audit for the prior year, and such a repeat finding may indicate
an issue of particular concern.

As shown in Table 14, we found that seven independent charter schools
(25.0 percent) had at least one repeat finding in their FY 2022-23 audit
of financial statements. Four independent charter schools had repeat
findings in two consecutive years, and three schools had repeat
findings in three consecutive years. Three of the 28 independent
charter schools did not have FY 2020-21 audits of financial statements
because they were not open that year.
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Table 14

Independent Charter Schools:

Extent to Which the Audits of FY 2022-23 Financial Statements Indicated Repeat Findings'

Repeat Findings Indicated in Number Percentage of
Audits of Financial Statements for: of Schools Total Schools
Two Consecutive Years' 4 14.3%
Three Consecutive Years? 3 12.0

Total 7 25.0

TFY 2021-22 and FY 2022-23 audits of financial statements for 28 schools.
2 FY 2020-21, FY 2021-22, and FY 2022-23 audits of financial statements for 25 schools.

DPI should establish
written policies for
reviewing the audited
financial statements and
related audit findings of
independent charter
schools.

We assessed how DPI reviewed the FY 2022-23 audits of financial
statements for independent charter schools. We reviewed a sample of
five independent charter schools whose audited financial statements
were submitted late and indicated findings. DPI provided information
indicating that it met with the authorizers of all five independent charter
schools, but only discussed the audited financial statements for three of
the five independent charter schools. Meeting documentation for only
one school indicated that the specific audit findings were discussed. DPI
did not meet with the authorizers of two schools to discuss the statements
or other related financial information, because these two schools would
not be participating in the charter school program the following year.

DPI should establish written policies for reviewing the audited financial
statements and related audit findings of independent charter schools.
These policies should specify when it should contact the authorizers of
such schools if the audits indicate certain types of findings, including
repeat findings. These policies should also specify the types of
information that it should convey to and request from such authorizers.
DPI should provide its staff with training on these newly established
policies, and it should regularly monitor staff compliance with them.
Taking these actions will help to ensure that DPI effectively reviews and
acts upon the audited financial statements and related audit findings of
independent charter schools.
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M Recommendation

We recommend the Department of Public Instruction:

= establish written policies that specify when it will contact
the authorizers of independent charter schools if the
audits indicate certain types of findings, including repeat
findings;

= establish written policies that specify deadlines by which
it will contact the authorizers of independent charter
schools after audits of financial statements are submitted;

= establish written policies that specify the types of
information that it will convey to authorizers of
independent charter schools;

= provide its staff with training on these newly established
policies;

= regularly monitor staff compliance with these newly
established policies; and

» report to the Joint Legislative Audit Committee by

December 15, 2025, on the status of its efforts to
implement these recommendations.






Financial Information Submitted to DPI
Timeliness of DPI's Reviews
Results of DPI’s Reviews

Parental Choice Programs and
Special Needs Scholarship Program
School Financial Information

We assessed DPI’s review
of the FY 2022-23 financial
information for Parental
Choice program schools
and SNSP schools.

We assessed DPI’s review of the FY 2022-23 financial information for
Parental Choice program schools and SNSP schools. We found that
audited financial statements and related audit findings were submitted
on time for 308 of 344 schools (89.5 percent) but were submitted an
average of 34.4 calendar days late for 36 schools. Because DPI did not
track the dates when it began to review any of the financial information
submitted to it for these schools, we could not assess the timeliness of
DPI's review. We found that DPI did not have written policies for
contacting schools whose audited financial statements and related
audit findings are submitted late. We recommend DPI establish written
policies to help ensure DPI contacts Parental Choice program schools
and SNSP schools about statutorily noncompliant late submissions,
and modify its written policies to help ensure DPI contacts Parental
Choice program schools and SNSP schools about the contents of
schools’ audited financial statements and related audit findings.

Financial Information Submitted to DPI

Each Parental Choice program school and each SNSP school is
statutorily required to hire a CPA firm to audit its accounts after each
fiscal year. The timeline for the submission of audited financial
statements and related audit findings to DPI is statutorily required by
October 15. As a result, statutes required the audited financial
statements and related audit findings for FY 2022-23 to be submitted by
October 15, 2023. CPA firms, rather than the schools, typically submit
the audited financial statements and related audit findings to DPI. As
noted, Parental Choice program schools and SNSP schools may include

37
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The FY 2022-23 audited
financial statements and
related audit findings
were submitted on time
for 308 Parental Choice
program schools and SNSP
schools (89.5 percent).

schools that operate multiple school locations but were governed by
a single legal entity with financial reports submitted on behalf of all
school locations.

As shown in Table 15, we found that the FY 2022-23 audited financial
statements and related audit findings were submitted on time for

308 Parental Choice program schools and SNSP schools (89.5 percent).
However, they were submitted after October 15, 2023, for 36 schools
(10.5 percent), and were therefore statutorily noncompliant.

Table 15

Parental Choice Program Schools and SNSP Schools:
Timeliness of FY 2022-23 Audited Financial Statements

and Related Audit Findings Submitted to DPI’

Audited Financial Statements

and Related Audit Findings Number Percentage
Were: of Schools of Total
Submitted on Time?2 308 89.5%
Submitted Late3 36 10.5
Total 344 100.0%

' Statutes required audited financial statements and related audit findings
to be submitted by October 15, 2023.

2 Schools whose CPA firms submitted their audited financial statements
and related audit findings by October 15, 2023.

3 Schools whose CPA firms submitted their audited financial statements
and related audit findings after October 15, 2023.

The FY 2022-23 audited
financial statements

and related audit findings
for 36 Parental Choice
program schools and
SNSP schools were
submitted an average of
34.4 calendar days late,
and were therefore
statutorily noncompliant.

The FY 2022-23 audited financial statements and related audit findings
for 36 Parental Choice program schools and SNSP schools were
submitted an average of 34.4 calendar days late, and were therefore
statutorily noncompliant. As shown in Table 16, the audited financial
statements and related audit findings for 10 of the 36 schools

(27.8 percent) were submitted at least 29.0 calendar days after the
statutory deadline.
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Table 16

Parental Choice Program Schools and SNSP Schools:
Extent to Which FY 2022-23 Audited Financial Statements and Related Audit Findings
Were Submitted Late to DPI’

Number of Number Percentage
Calendar Days Late of Schools of Total

1 through 7 days 10 27.8%

8 through 14 days 5 13.9

15 through 21 days 11 30.6

22 through 28 days 0 0.0

29 days or more 10 27.8
Total 36 100.0%

1 Schools whose CPA firms submitted their audited financial statements
and related audit findings after October 15, 2023.

A single team at DPI reviewed the FY 2022-23 financial information for
both Parental Choice program schools and SNSP schools using a single
set of DPI policies. We found that DPI’s policies did not require DPI to
contact Parental Choice program schools and SNSP schools if their
audited financial statements and related audit findings were submitted
late. However, DPI indicated it typically emailed such statutorily
noncompliant schools with a reminder that their audited financial
statements and related audit findings must be submitted. To determine
the extent to which such contacts occurred, we reviewed DPI’s
information for all 21 schools whose audited financial statements and
related audit findings were submitted more than two weeks after the
October 15, 2023 statutory deadline.

We found that DPI contacted all 21 statutorily noncompliant Parental
Choice program schools and SNSP schools on October 23, 2023. DPI
indicated to the schools that it would refer them to its legal counsel if
their audited financial statements and related audit findings were not
submitted by November 2, 2023. The audited financial statements and
related audit findings for 13 of the 21 schools were subsequently
submitted by November 16, 2023. On November 20, 2023, DPI notified
7 of the 21 statutorily noncompliant schools that it was withholding
program payments from them because their audited financial
statements and related audit findings had not been submitted. DPI
resumed making program payments to six of the seven schools because
the audited financial statements and related audit findings were
subsequently submitted, DPI agreed to allow additional time to submit
the statements and related audit findings, or DPI received a surety
bond, which indicated a third party had guaranteed to cover the
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DPI should establish
policies that require it to
promptly contact Parental
Choice program schools
and SNSP schools whose
audited financial
statements and related
audit findings are
submitted late, and are
therefore statutorily
noncompliant.

financial obligations of a school. DPI took no action against one school,
which had closed in July 2023.

DPI should improve its policies for contacting Parental Choice program
schools and SNSP schools whose audited financial statements and
related audit findings were not submitted by the statutory October 15
deadline, and establish written policies that require it to promptly
contact these schools. DPI should also establish written policies that
require it to regularly contact all statutorily noncompliant Parental
Choice program schools and SNSP schools until their late audited
financial statements and related audit findings are submitted. DPI
should provide its staff with training on these newly established
policies and regularly monitor staff compliance with them. Doing so
will help to ensure that DPI follows up with statutorily noncompliant
schools about outstanding audited financial statements and related
audit findings.

¥ Recommendation

We recommend the Department of Public Instruction:

= establish written policies that require it to promptly
contact all Parental Choice program schools and Special
Needs Scholarship Program schools whose audited
financial statements and related audit findings were not
submitted by the statutory October 15 deadline, and are
therefore statutorily noncompliant;

= establish written policies that require it to regularly
contact all statutorily noncompliant Parental Choice
program schools and Special Needs Scholarship Program
schools until the audited financial statements and related
audit findings are submitted;

» provide its staff with training on these newly established
policies;

= regularly monitor staff compliance with these newly
established policies; and

» report to the Joint Legislative Audit Committee by
December 15, 2025, on the status of its efforts to
implement these recommendations.
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DPI should establish
written policies that
require DPI to track

the dates when it begins
to review any of the
submitted audited
financial statements and
related audit findings.

Timeliness of DPI’s Reviews

DPI’s policies required DPI to track the dates that the audited
financial statements and related audit findings for Parental Choice
program schools and SNSP schools were submitted only if submission
occurred after October 15, 2023. DPI's information indicated it
tracked these dates, as required by its policies. DPI's information did
not indicate the dates that on-time audited financial statements and
related audit findings were submitted or the dates when it began to
review any of the submitted statements or related audit findings. DPI
indicated it did not need to track the dates when it began to review
any of the submitted audited financial statements or related audit
findings for Parental Choice Program schools and SNSP schools.
Because DPI did not maintain such information, we could not assess
the timeliness of DPI's review of the audited financial statements or
related audit findings for Parental Choice program schools and SNSP
schools. DPI’s policies required DPI to track the dates when it
completed its review of any of the submitted statements and related
audit findings.

DPI should establish written policies that require DPI to track the dates
when it begins to review the submitted audited financial statements
and related audit findings for Parental Choice program schools and
SNSP schools. DPI should provide its staff with training on these newly
established policies and regularly monitor staff compliance with them.
Doing so will allow DPI to assess the length of DPI’s review of the
audited financial statements and related audit findings for Parental
Choice program schools and SNSP schools.

™ Recommendation

We recommend the Department of Public Instruction:

= establish written policies that require DPI to track the
dates when it begins to review the submitted audited
financial statements and related audit findings for
Parental Choice program schools and Special Needs
Scholarship Program schools;

» provide its staff with training on these newly established
policies;

= regularly monitor staff compliance with these newly
established policies; and

» report to the Joint Legislative Audit Committee by
December 15, 2025, on the status of its efforts to
implement these recommendations.
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The FY 2022-23 audited
financial statements for
196 of the 343 Parental
Choice program schools
and SNSP schools

(57.1 percent) indicated
modified opinions.

Results of DPI’s Reviews

Statutes and administrative rules require a CPA firm to submit to DPI
audited financial statements and related audit findings for a Parental
Choice program school or SNSP school in accordance with minimum
standards, such as GAAP. DPI is statutorily required to contact a
Parental Choice program school to indicate whether DPI requires
additional information to complete its review of the school’s audited
financial statements. Statutes require DPI to make such contacts by
February 15 or no later than 120 days after a school’s audit of its
financial statements were submitted, whichever is later.

For a sample of 32 Parental Choice program schools, we reviewed DPI's
information for its written contacts regarding the schools’ FY 2022-23
audited financial statements and related audit findings. We selected
our sample based on factors such as schools whose audited financial
statements and related audit findings were submitted late or contained
certain issues. DPI’s summary information indicated it contacted

32 schools by the statutorily required deadline. DPI provided us with
copies of its emailed contacts to 30 of the 32 schools. However, DPI did
not provide us with documentation that it contacted 2 of the 32 schools.

Statutes require DPI to determine by April 1 whether a Parental Choice
program school had provided all necessary financial information and
had complied with specified auditing standards. We found that DPI
complied with these legal requirements for the 32 schools in our sample.

A CPA firm provides an opinion on a Parental Choice program school’s
financial statements and the financial statements of a SNSP school. The
opinion indicates whether statements are fairly stated in all material
respects in accordance with GAAP. As was shown in Figure 2, a CPA
firm may provide an unmodified opinion or modified opinion on the
entity’s financial statements.

As shown in Table 17, we found that the FY 2022-23 audited financial
statements for 196 of the 343 Parental Choice program schools and
SNSP schools (57.1 percent) indicated modified opinions. All of these
modified opinions pertained to schools not having maintained
documentation of assets, such as buildings and equipment, that had
been purchased before a school began to participate in a Parental
Choice program or in the SNSP. However, administrative rules indicate
modified opinions pertaining to this issue are acceptable.
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Table 17

Parental Choice Program Schools and SNSP Schools:
CPA Firm Opinions on FY 2022-23 Audited Financial Statements, by Type

Number Percentage

Type of Opinion of Schools’ of Total
Unmodified 147 42.9%
Modified

Qualified 196 57.1
Adverse 0 0.0
Disclaimer 0 0.0
Subtotal 1962 57.1
Total 343 100.0%

T Excludes one school that closed in July 2023.

2 All modified opinions pertained to schools not having maintained
documentation of assets that had been purchased before a
school began to participate, and administrative rules indicate
that these opinions are acceptable.

The FY 2022-23
management letters for
136 of 281 Parental Choice
program schools and SNSP
schools (48.4 percent)
indicated material
weaknesses.

When auditing the financial statements of a Parental Choice program
school and a SNSP school, a CPA firm may prepare a management
letter that an auditor may use to discuss a school’s internal controls,
which are the processes that help to ensure the integrity of a school’s
finances and to help prevent fraud. The audited financial statements of
Parental Choice program schools and SNSP schools typically did not
include information about internal controls, but such information was
typically included in management letters.

Beginning in the second year that a school first participates in a Parental
Choice program or in the SNSP, statutes require a CPA firm to annually
submit to DPI any management letter prepared for a school. FY 2022-23
management letters were submitted to DPI for 281 schools.

As was shown in Figure 3, CPA firms may identify three types of issues
in audits of financial statements and management letters. Audited
financial statements and management letters may indicate more than
one of these three types of issues. As shown in Table 18, we found that
the FY 2022-23 management letters for 136 of 281 Parental Choice
program schools and SNSP schools (48.4 percent) indicated material
weaknesses, and the management letters for 230 schools (81.9 percent)
indicated significant deficiencies. The management letters for

16 schools (5.7 percent) did not indicate any of these three types

of issues.
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Table 18

Parental Choice Program Schools and SNSP Schools:
Extent to Which FY 2022-23 Management Letters Indicated Certain Issues, by Type'

Number Percentage of
Type of Issue of Schools Total Schools?
Material Weakness 136 48.4%
Significant Deficiency 230 81.9
Statutory Noncompliance 0 0.0

T A management letter may include multiple types of issues.

2 Includes 281 schools for which management letters were submitted to DPI.

As was shown in Figure 4, CPA firms may associate material weaknesses,
significant deficiencies, and statutory noncompliance with certain

types of findings. Such findings typically pertain to a school’s financial
administration. We found that the FY 2022-23 management letters

for 265 of 281 Parental Choice program schools and SNSP schools

(94.3 percent) indicated findings. Because the management letters for
Parental Choice program schools and SNSP schools typically did not
indicate whether a particular finding had also been noted in prior

years, we could not determine the extent to which findings reported in
FY 2022-23 for Parental Choice program schools and SNSP schools were
repeated for multiple fiscal years consecutively.

The most-common type of As shown in Table 19, the most-common type of finding in the
finding in the FY 2022-23 FY 2022-23 management letters for 281 Parental Choice program
schools and SNSP schools pertained to the preparation of required
financial reports. The management letters each contained an average
of 2.1 findings.

management letters for

281 Parental Choice program
schools and SNSP schools
pertained to the preparation
of required financial reports.
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Table 19

Parental Choice Program Schools and SNSP Schools:
FY 2022-23 Management Letters That Indicated Financial Reporting Findings, by Type'

Number Percentage of
Type of Finding of Schools Total Schools?
Preparation of Required
Financial Reports 220 78.3%
Segregation of Duties 205 73.0
Audit Adjustments 135 48.0
Cash Reconciliation 16 5.7
Other® 12 4.3

T Management letters may indicate multiple types of findings.

2 Includes 281 schools for which management letters were submitted to DPI.

% Includes insufficient documentation to support certain transactions
as well as findings related to school policies, procedures, and contracts.

DPI’s policies required staff to review the information in a Parental
Choice program school’s and a SNSP school’s audited financial
statements and related information, such as a management letter.
DPI’s policies required staff to meet with the CPA firms to discuss the
presence of certain financial information in schools’ management
letters, including certain types of modified opinions and concerns
about the school’s future financial viability. DPI's policies did not
identify whether all types of issues CPA firms may identify in audited
financial statements or management letters required meetings with
CPA firms or required follow-up for additional information. DPI
indicated staff held weekly internal meetings to discuss issues such as
financial viability concerns and significant unusual transactions and
whether follow-up was required for such issues. DPI also indicated staff
may follow up with Parental Choice program schools and SNSP schools
via email or phone call. Statutes and administrative rules indicate DPI
may contact schools about such findings.
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DPI should improve its
policies for reviewing the
financial information for
Parental Choice program
schools and SNSP schools.

In our sample of 32 Parental Choice program schools whose
correspondence with DPI we analyzed, CPA firms for two schools
identified unusual transactions. We found that DPI did not contact
these schools to discuss the transactions. One SNSP school’s CPA firm
also identified unusual transactions. We analyzed DPI’s correspondence
with this school and found that DPI did contact it to discuss the
transaction. In summer 2023, the school determined that a former
employee had embezzled school funds, and the school subsequently
worked with law enforcement to investigate the embezzlement. DPI
indicated to us that it was not involved with the investigation, the
embezzled funds were considered to be ineligible expenses, and it
reduced the amount of program funds available to the school by the
embezzled amount.

CPA firms for 7 of the 32 Parental Choice program schools in our
sample identified financial viability concerns, including at one school
that the CPA firm indicated may be unable to continue operating. DPI
contacted two of these seven schools to discuss the concerns identified
by the CPA firm. DPI indicated it removed one school from the
program in August 2023 after the school did not comply with its order
to obtain a surety bond. In October 2024, DPI notified the school that
DPI was owed approximately $188,100 in program funds that it had
previously paid the school. At the time our audit fieldwork, DPI
indicated that the school had not repaid these funds and that it
intended to work with the Department of Revenue to recover the funds.

DPI should improve its policies for reviewing the financial information
for Parental Choice program schools and SNSP schools. DPI should
modify its written policies to consistently specify when to contact a
school if certain types of findings are indicated in a school’s audited
financial statements or related information, such as a management
letter. DPI should also modify its policies to consistently specify the
types of information that it should convey to and request from such
schools in writing or in meetings. DPI should provide its staff with
training on these newly established policies and regularly monitor staff
compliance with them. Taking these actions will help to ensure that
DPI reviews and acts upon the audited financial statements and related
information, such as management letters, of Parental Choice program
schools and SNSP schools.
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M Recommendation

We recommend the Department of Public Instruction:

modify written policies that consistently specify when
to contact a Parental Choice program school and a
Special Needs Scholarship Program school if certain
types of findings are indicated in a school’s audited
financial statements or related information, such as a
management letter, including if a CPA firm identified
concerns with a school’s financial viability or certain
higher-risk issues;

establish written policies that consistently specify the
types of information that it should convey to and request
from Parental Choice program schools and Special Needs
Scholarship Program schools;

provide its staff with training on these newly established
policies;

regularly monitor staff compliance with these newly
established policies; and

report to the Joint Legislative Audit Committee by

December 15, 2025, on the status of its efforts to
implement these recommendations.
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October 8, 2025

SENT VIA EMAIL
Joe Chrisman
State Auditor
Wisconsin Legislative Audit Bureau
22 East Mifflin Street
Madison, Wisconsin 53703
Labinfo@legis.wisconsin.gov

Dear Joe Chrisman:

Thank you for providing the Department of Public Instruction (DPI) the opportunity to respond to
your audit of the DPI’s financial monitoring of school districts, independent charter schools (ICS),
and private schools participating in the Private School Choice Programs (PSCP) and Special Needs
Scholarship Program (SNSP).

DPI strives to continually improve its system and processes, advancing equitable, transformative,
and sustainable education experiences. While the Legislative Audit Bureau (LAB) report
acknowledges that for most school districts and ICS in Wisconsin, Fiscal Year (FY) 2022-2023
financial information indicated unmodified or “clean” audit opinions, DPI affirms that fiscal
monitoring of districts and schools must continually evolve. DPI is committed to continuing to
work with Wisconsin’s education leaders to help ensure the sound stewardship of resources.

The following provides clarifications and context, both general and program specific, and also
identifies how DPI will address the report’s recommendations. It is important to note that, while
only the PSCP has statutory deadlines associated with DPI’s review timeline, DPI's workflow and
practices necessitate follow up with all program areas and require reporting to be completed
within certain time frames, which DPI upholds throughout the school year.

In implementing the report’s recommendations, DPI will focus on documenting communication
and review practices that will aid DPI in its monitoring and enforcement responsibilities. Also,
while the report recommends the establishment of new policies, some of which already exist in
practice, DPI notes that there must be some level of accommodation and flexibility that allows DPI
to prioritize what is best for kids and be responsive to the unique circumstances of districts and
schools as well as DPI's resources.

Clarifying Information and Important Context

All Program Areas
e DPIwould like to provide clarification on the findings for “Preparation of Required

Financial Reports” and “Cash Reconciliation” in Figure 4. A finding of Preparation of
Required Financial Reports is for entities that have their financial statements prepared by
the auditor rather than preparing them internally. This finding does not indicate that the
district or school improperly prepared its financial information. A Cash Reconciliation
finding may also be issued for entities that are not completing cash reconciliations at all or
in a timely manner.
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School Districts

ICS

The report indicates that DPI did not “refer” the financial statements that received a
modified opinion due to actuarial studies not being performed. DPI’s practice is to accept
these reports while also providing technical assistance to districts that receive this
modified opinion to help them clear the modified opinion in the following fiscal year.

The report states, “DPI indicated that it may contact school districts if the audits indicated
audit adjustments in order to clarify the information needed to calculate accurate aid
adjustments in June.” Please note this statement is inaccurate. The audit adjustment
finding does not impact the aid calculated in June as districts are required to make all audit
adjustments in their annual report, which is reviewed as part of the financial statement
review process. Districts are contacted based on the comparison between the audited
financial statements and the annual report, not based on whether this finding occurred.
The report indicates that as of July 31, 2025, DPI had not documented review of the
Milwaukee Public School FY 2022-23 audited financial statements and related audit
findings. The review of the Milwaukee Public School FY 2022-23 audited financial
statements began in January 2025 and concluded in April 2025.

ICS audits may include entities that operate multiple ICS (different than multiple school
locations) and are governed by a single legal entity. In these cases, one financial report is
submitted for all ICS under the legal entity.

The report indicates in multiple locations that there were 28 “schools,” but it is important
to note that there were 28 legal entities/governance boards. Some of those entities
operate multiple schools (e.g., Rocketship, Seeds of Health, Woodlands). For 2022-23 there
were 35 ICS operated by 28 legal entities/governance boards.

The report indicates that DPI did not meet with the authorizers of two schools to discuss
the audited statements “because these two schools would not be participating in the
charter school program the following year.” It is important to note that DPI met regularly
with those schools' authorizers throughout the process. However, the focus of the
meetings was the closures, not the audit findings, because the ICS and associated Local
Education Agencies would cease to be in existence in the following academic year in any
capacity.

PSCP and SNSP

The number of schools identified in the report is not accurate. The report identifies that
344 schools participated in the PSCP and SNSP. There were 357 schools and school
systems participating in the PSCP. When the Wisconsin Parental Choice Program initially
began, schools that were part of the same legal entity were allowed to participate in the
PSCP as one school and are referred to as systems. Additionally, there were 13 schools
only participating in the SNSP (excluding PSCP systems).

The report indicates that the 344 number includes schools that operated multiple school
locations but were governed by a single legal entity with financial reports submitted on
behalf of all school locations. This is not accurate for two reasons: (1) For all but
grandfathered system schools, the schools are not “school locations” of one entity but
instead are separately participating schools. Each of these participating schools must
separately and independently meet the requirements for the PSCP and/or SNSP. (2) One of
the financial audits that was submitted was for a group of schools that was not all part of
the same legal entity. For this financial audit, each school has its own Federal Tax ID
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number. A consolidated financial audit is permitted under Generally Accepted Accounting
Principles due to the structure of the entities, rather than due to all the entities having the
same Federal Tax ID number.

The report indicates that statute and administrative rule require that a CPA firm submit
the financial audit. While DPI allows for CPA firms to submit the financial audit to the DPI
on behalf of the school, pursuant to Wis. Stat. §§ 115.7915(6)(e), 118.60(7)(am)2m., and
119.23(7)(am)2m., and Wis. Admin. Code P1 35.09(1), PI 48.09(1), and P1 49.08(1), the
school is the one responsible for submitting the financial audit.

On page 53, the report indicates that DPI resumed making program payments to schools
with late reports. There was one school that DPI provided additional time to submit the
financial audit based on the terms of a settlement agreement. This is the same school that
was first required to provide surety bonds equal to 100 percent of the school's expected
2023-24 SNSP payment before acquiring the added time under the same settlement
agreement.

The top of page 57 indicates that DPI did not provide LAB copies of the financial audit
status update email for two of the selected schools. It was DPI's understanding that those
emails were previously provided. This information can be provided upon request.

The top of page 57 indicates that, by April 1, DPI determines whether the school provided
all necessary financial information and complied with specified auditing standards. The
April 1 notification also identifies whether the school provided a financial audit that met
requirements under Wisconsin statute and Administrative rule.

The report indicates that DPI policies required staff to meet with CPA firms. It appears
there may be confusion about the auditor meetings identified in the financial audit
checklists. DPI policies require that certain items be discussed in DPI’s internal auditor
meetings, rather than meetings with the school’s external auditor.

The bottom of page 61 incorrectly indicates that DPI reduced the amount of program
funds available to the school by the embezzled amount. SNSP payments are paid to the
school based on eligible SNSP pupils, so the embezzled funds did not impact the SNSP
payments. Instead, as already identified in the report, the embezzled funds were excluded
from eligible SNSP expenses.

DPI Responses to Recommendations

School Districts

DPI appreciates the recommendation to create written policies requiring contact with
districts that failed to submit financial statements and related audit findings by December
15 within the following month and will establish that policy.

DPI will consider the recommendation to establish policies that specify when the DPI will
initiate and complete the process for audited financial statement review. It is important to
note that DPI staff who review district financial audits have additional work to complete in
the same time frame, so consistent start and end dates may not be possible and
prioritization will continue to be based on the specific circumstances of the impacted
districts and DPI staff workloads. DPI’s typical practice is to begin the review process in
January and to continue to provide technical assistance and support to districts
throughout the process, as needed.

DPI appreciates the recommendation to modify written policies regarding follow up on
financial statement findings. DPI will continue to follow up on cash reconciliation findings,
begin following up on budget to actual findings, and will expand written policies on the
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required follow-up for both finding types. DPI will indicate in its written policies that it will
continue to accept the corrective action and/or management response for the preparation
of required financial reports, segregation of duties, and audit adjustments, even if they are
repeat findings because these are findings that are typical for entities the size of the
districts and mitigating controls can be put in place.

DPI affirms that it has written policies related to the review of ICS financial statements and
related audit findings in the form of the Desk Review Checklist. DPI appreciates the
recommendation that DPI supplement these procedures with specific, written policies
related to the items discussed below. DPI will also, as part of an annual process, continue
to consider potential improvements and additions to its review policies more generally.
The report recommends that DPI establish a policy indicating it will contact ICS within a
month of the missed deadline and regularly contact schools until submission. This is
generally consistent with DPI’s current practice, and, as noted in the report for the year
reviewed, DPI contacted all schools within 32 days of the missed deadline and continued
to follow up as appropriate. DPI will document this practice as recommended.

The report recommends DPI establish written policies that specify a deadline for starting
and completing its review of audits. DPI will consider this recommendation but, as
impacted staff have multiple responsibilities across different program areas, consistent
start and end dates may not be possible and prioritization will be based on the specific
circumstances of the impacted ICS and DPI staff workloads. DPI’s historical practice is to
have an initial review completed prior to calls with ICS authorizers at the beginning of the
calendar year (typically in January or February). It is also important to recognize that single
audits are typically not due until after DPI's December 15 deadline, and, when applicable,
the Desk Review Checklist will not be finalized until this step is complete. In many cases
when a single audit is required, this does not occur until late March.

Finally, the report recommends DPI establish policies indicating what types of information
it will share with ICS authorizers, when it will contact ICS authorizers related to certain
types of findings, and the deadlines by which it will contact them after statements are
submitted. DPI appreciates this recommendation and will document its current practice,
which is to provide a summary of findings and other notable items identified by the
external auditor during meetings held at the start of the calendar year. DPI provides this
information as a courtesy, as ICS authorizers separately receive and are responsible for
reviewing their ICS audits.

PSCP and SNSP

The report recommends DPI have a policy requiring it to promptly contact all schools who
are late and regularly follow up on late reports. DPI will create a written policy
documenting its current process for following up on reports that are late as of a certain
date. The DPI's current process ensured that the follow up was completed for all reports
that were not received by October 23, 2025 (approximately one week after the deadline).
The report also confirmed this email was sent for the late schools in the sample. However,
consistent with its current practice, DPI will continue to account for unique facts and
circumstances with late reports and its follow up. The policy will also reflect DPI's current
practice to escalate late reports, which includes contacting schools and, ultimately, issuing
legal orders if the financial audit is not received. DPI does not continue to contact schools
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regarding the late report after a legal order is issued because, once a legal order is issued, it
dictates the next steps, including any related appeal rights.

e Thereport recommends DPI track the dates that reports submitted on time are received
and when DPI begins its review. DPI current process maintains the email identifying the
date that the on-time reports were received. Further, the statute identifies the dates by
which PSCP financial audit reviews must be completed. DPI works to complete the review
of SNSP-only schools in a time frame similar to the PSCP. DPI will consider this
recommendation but maintains that separate tracking of the submission date for on-time
audits or the start date of reviews does not add value to its process as it works to
consistently meet prescribed completion deadlines in statute.

e Thereport recommends DPI consistently contact schools if certain types of findings are
identified. The report also recommends DPI have written policies that consistently specify
the information that it should convey to and request from schools. The DPI continues to
enhance its financial audit checklists each year, which includes identifying when the school
and the school’s auditor should be contacted. The checklists include consideration of DPI's
knowledge of the school and the information in the originally submitted financial audit and
other documents submitted to DPI. Further, DPI already has standard questions it uses as
a starting point for emailing the schools and the school’s auditors. While DPI appreciates
consistency when feasible and efficient, prescribing that follow up is required for certain
items or must include the express language, without consideration of the information DPI
already has available, would increase the DPI's review time and create required
communications that are not necessary. It also fails to permit consideration of the specific
facts and circumstances for a particular school.

The department takes its constitutional responsibility to effectively administer Wisconsin's
education system seriously. Finance is a critical aspect of that work, and we strive to hold our
districts and schools to their legal obligations while balancing their focus on teaching and learning.
| appreciate your work on this audit and your team’s thoughtful review of DPI’s policies and
practices. As indicated, DPI will continue to review and discuss the report’s recommendations and
work to implement any related changes as part of the 2024-25 financial audit review process for
school districts and independent charter schools. DPI will begin implementing changes related to
the PSCP and SNSP as part of the 2024-25 financial audit review process and will make any
remaining updates, if needed, as part of the 2025-26 review process, given the earlier report
deadline for those programs.

If you have any questions, please let us know.
Sincerely,

Jill K. Underly, PhD

State Superintendent






LEGISLATIVE AUDIT BUREAU COMMENTS ON THE AUDIT RESPONSE
FROM THE DEPARTMENT OF PUBLIC INSTRUCTION

To help the Joint Legislative Audit Committee evaluate the audit response from the Department
of Public Instruction, we offer some clarifying comments. The numbers below correspond to the
numbers we placed in the margin of the audit response.

1 On page 30, our report reflects DPI's May 1, 2025 indication that DPI staff follow up on findings
pertaining to audit adjustments prior to the June aid calculation.

) On page 23, our report states that DPI had not documented that it had completed its review of
Milwaukee Public Schools’ FY 2022-23 audited financial statements and related audit findings.

3 Our report does not state that embezzled funds impacted SNSP payments. On page 46, our
report reflects DPI's September 22, 2025 indication that the embezzled funds were considered
to be ineligible expenses and DPI reduced the amount of program funds available to the school
by the embezzled amount.

4 As noted on page 30 of our report, we found that DPI did not establish policies for reviewing
audited financial statements and related audit findings for independent charter schools.

5 As noted on page 41 of our report, tracking the dates when DPI begins its review would allow
DPI to assess the length of its review of Parental Choice program and SNSP schools’ audited
financial statements and related audit findings.
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