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Report on Internal Control
Over Financial Reporting and on Compliance
and Other Matters Based on an Audit of
Financial Statements Performed in Accordance
With Government Auditing Standards

Independent Auditors' Report

To the Milwaukee Board of School Directors of
Milwaukee Public Schools

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards issued
by the Comptroller General of the United States (Government Auditing Standards), the financial statements of
the governmental activities, each major fund, and the aggregate remaining fund information of Milwaukee
Public Schools (the District), as of and for the year ended June 30, 2023, and the related notes to the financial
statements, which collectively comprise the District's basic financial statements, and have issued our report
thereon dated December 20, 2024.

Report on Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the District's internal control
over financial reporting (internal control) as a basis for designing audit procedures that are appropriate in the
circumstances for the purpose of expressing our opinions on the financial statements, but not for the purpose
of expressing an opinion on the effectiveness of the District's internal control. Accordingly, we do not express
an opinion on the effectiveness of the District's internal control.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in
internal control, such that there is a reasonable possibility that a material misstatement of the entity's financial
statements will not be prevented, or detected and corrected, on a timely basis. A significant deficiency is a
deficiency, or a combination of deficiencies, in internal control that is less severe than a material weakness,
yet important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this section
and was not designed to identify all deficiencies in internal control that might be material weaknesses or
significant deficiencies and therefore, material weaknesses or significant deficiencies may exist that were not
identified. We identified certain deficiencies in internal control, described in the accompanying schedule of
findings and questioned costs as items 2023-001, 2023-002, 2023-003, 2023-004, 2023-005, 2023-006,
2023-007, and 2023-008, that we consider to be material weaknesses.

Baker Tilly Advisory Group, LP and Baker Tilly US, LLP, trading as Baker Tilly, are members of the global network of Baker Tilly
International Ltd., the members of which are separate and independent legal entities. Baker Tilly US, LLP is a licensed CPA firm that
provides assurance services to its clients. Baker Tilly Advisory Group, LP and its subsidiary entities provide tax and consulting services
to their clients and are not licensed CPA firms.
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Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether the District's financial statements are free from
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the
financial statements. However, providing an opinion on compliance with those provisions was not an objective
of our audit, and accordingly, we do not express such an opinion. The results of our tests disclosed no
instances of noncompliance or other matters that are required to be reported under Government Auditing
Standards.

The District's Response to Findings

Government Auditing Standards requires the auditor to perform limited procedures on the District's response
to the findings identified in our audit and described in the accompanying schedule of findings and questioned
costs. The District's response was not subjected to the other auditing procedures applied in the audit of the
financial statements and, accordingly, we express no opinion on the response.

Purpose of This Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and
the results of that testing, and not to provide an opinion on the effectiveness of the entity's internal control or
on compliance. This report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering the entity's internal control and compliance. Accordingly, this communication is not
suitable for any other purpose.
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Report on Compliance
for Each Major Federal and Major State Program;
Report on Internal Control Over Compliance; and
Report on the Schedules of Expenditures of Federal and State Awards
Required by the Uniform Guidance and the State Single Audit Guidelines

Independent Auditors' Report

To the Milwaukee Board of School Directors of
Milwaukee Public Schools

Report on Compliance for Each Major Federal and Major State Program
Opinion on Each Major Federal and Major State Program

We have audited Milwaukee Public Schools's (the District) compliance with the types of compliance
requirements identified as subject to audit in the OMB Compliance Supplement and the State Single Audit
Guidelines (the Guidelines) that could have a direct and material effect on each of the District's major federal
and major state programs for the year ended June 30, 2023. The District's major federal and major state
programs are identified in the summary of auditors' results section of the accompanying schedule of findings
and questioned costs.

In our opinion, the District complied, in all material respects, with the compliance requirements referred to
above that could have a direct and material effect on each of its major federal and major state programs for
the year ended June 30, 2023.

Basis for Opinion on Each Major Federal and Major State Program

We conducted our audit of compliance in accordance with auditing standards generally accepted in the United
States of America (GAAS); the standards applicable to financial audits contained in Government Auditing
Standards issued by the Comptroller General of the United States (Government Auditing Standards); the audit
requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements,
Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance); and the Guidelines. Our
responsibilities under those standards, the Uniform Guidance, and the Guidelines are further described in the
Auditors' Responsibilities for the Audit of Compliance section of our report.

We are required to be independent of the District and to meet our other ethical responsibilities, in accordance
with relevant ethical requirements relating to our audit. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion on compliance for each major federal and major
state program. Our audit does not provide a legal determination of the District's compliance with the
compliance requirements referred to above.

Responsibilities of Management for Compliance

Management is responsible for compliance with the requirements referred to above and for the design,
implementation, and maintenance of effective internal control over compliance with the requirements of laws,
statutes, regulations, rules and provisions of contracts or grant agreements applicable to the District's federal
and state programs.

Baker Tilly Advisory Group, LP and Baker Tilly US, LLP, trading as Baker Tilly, are members of the global network of Baker Tilly
International Ltd., the members of which are separate and independent legal entities. Baker Tilly US, LLP is a licensed CPA firm that
provides assurance services to its clients. Baker Tilly Advisory Group, LP and its subsidiary entities provide tax and consulting services
to their clients and are not licensed CPA firms.
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Auditors’ Responsibilities for the Audit of Compliance

Our objectives are to obtain reasonable assurance about whether material noncompliance with the
compliance requirements referred to above occurred, whether due to fraud or error, and express an opinion on
the District's compliance based on our audit. Reasonable assurance is a high level of assurance but is not
absolute assurance and therefore is not a guarantee that an audit conducted in accordance with GAAS,
Government Auditing Standards, the Uniform Guidance, and the Guidelines will always detect material
noncompliance when it exists. The risk of not detecting material noncompliance resulting from fraud is higher
than for that resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control. Noncompliance with the compliance requirements
referred to above is considered material, if there is a substantial likelihood that, individually or in the
aggregate, it would influence the judgment made by a reasonable user of the report on compliance about the
District's compliance with the requirements of each major federal and major state program as a whole.

In performing an audit in accordance with GAAS, Government Auditing Standards, the Uniform Guidance, and
the Guidelines, we:

e exercise professional judgment and maintain professional skepticism throughout the audit.

o identify and assess the risks of material noncompliance, whether due to fraud or error, and design
and perform audit procedures responsive to those risks. Such procedures include examining, on a
test basis, evidence regarding the District's compliance with the compliance requirements referred to
above and performing such other procedures as we considered necessary in the circumstances.

e obtain an understanding of the District's internal control over compliance relevant to the audit in order
to design audit procedures that are appropriate in the circumstances and to test and report on
internal control over compliance in accordance with the Uniform Guidance and the Guidelines, but
not for the purpose of expressing an opinion on the effectiveness of the District's internal control over
compliance. Accordingly, no such opinion is expressed.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and any significant deficiencies and material weaknesses in internal
control over compliance that we identified during the audit.

Other Matters

The results of our auditing procedures disclosed instances of noncompliance, which are required to be
reported in accordance with the Uniform Guidance and the Guidelines and which are described in the
accompanying schedule of findings and questioned costs as items 2023-009, 2023-010, and 2023-011. Our
opinion on each major federal and major state program is not modified with respect to these matters.

Government Auditing Standards requires the auditor to perform limited procedures on the District's response
to the noncompliance findings identified in our compliance audit described in the accompanying schedule of
findings and questioned costs. The District's response was not subjected to the other auditing procedures
applied in the audit of compliance and, accordingly, we express no opinion on the response.

Report on Internal Control Over Compliance

Our consideration of internal control over compliance was for the limited purpose described in the Auditors'
Responsibilities for the Audit of Compliance section above and was not designed to identify all deficiencies in
internal control over compliance that might be material weaknesses or significant deficiencies in internal
control over compliance and therefore, material weaknesses or significant deficiencies may exist that were not
identified. We did not identify any deficiencies in internal control over compliance that we consider to be
material weaknesses. However, as discussed below, we did identify certain deficiencies in internal control that
we consider to be significant deficiencies.



A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a federal
or state program on a timely basis. A material weakness in internal control over compliance is a deficiency, or
a combination of deficiencies, in internal control over compliance, such that there is a reasonable possibility
that material noncompliance with a type of compliance requirement of a federal or state program will not be
prevented, or detected and corrected, on a timely basis. A significant deficiency in internal control over
compliance is a deficiency, or a combination of deficiencies, in internal control over compliance with a type of
compliance requirement of a federal or state program that is less severe than a material weakness in internal
control over compliance, yet important enough to merit attention by those charged with governance. We
consider the deficiencies in internal control over compliance described in the accompanying schedule of
findings and questioned costs as items 2023-009, 2023-010, and 2023-011, to be significant deficiencies.

Our audit was not designed for the purpose of expressing an opinion on the effectiveness of internal control
over compliance. Accordingly, no such opinion is expressed.

Government Auditing Standards requires the auditor to perform limited procedures on the District's response
to the internal control over compliance findings identified in our compliance audit described in the
accompanying schedule of findings and questioned costs. The District's response was not subjected to the
other auditing procedures applied in the audit of compliance and, accordingly, we express no opinion on the
response.

The purpose of this report on internal control over compliance is solely to describe the scope of our testing of
internal control over compliance and the results of that testing based on the requirements of the Uniform
Guidance and the Guidelines. Accordingly, this report is not suitable for any other purpose.

Report on Schedules of Expenditures of Federal and State Awards Required by the Uniform Guidance
and the Guidelines

We have audited the financial statements of the governmental activities, each major fund, and the aggregate
remaining fund information of the District as of and for the year ended June 30, 2023, and the related notes to
the financial statements, which collectively comprise the District's basic financial statements. We issued our
report thereon dated December 20, 2024, which contained unmodified opinions on those financial statements.
Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the basic financial statements. The accompanying schedules of expenditures of federal and state
awards are presented for purposes of additional analysis as required by the Uniform Guidance and the
Guidelines and are not a required part of the basic financial statements. Such information is the responsibility
of management and was derived from and relates directly to the underlying accounting and other records used
to prepare the basic financial statements. The information has been subjected to the auditing procedures
applied in the audit of the basic financial statements and certain additional procedures, including comparing
and reconciling such information directly to the underlying accounting and other records used to prepare the
basic financial statements or to the basic financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America. In our opinion, the
schedules of expenditures of federal and state awards are fairly stated in all material respects in relation to the
basic financial statements as a whole.

5,,,44/\, 7 0.5/' LLF

Milwaukee, Wisconsin
January 17, 2025
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Milwaukee Public Schools

Notes to Schedules of Expenditures of Federal and State Awards
June 30, 2023

1.

Basis of Presentation

Milwaukee Public Schools (the District) was established on February 3, 1846 and operates under Chapter
119 of the Wisconsin Statutes. All significant operations of the District are included in the scope of the
Single Audit in accordance with the requirements of Title 2 U.S. Code of Federal Regulations Part 200,
Uniform Administrative Requirements, Cost Principles and Audit Requirements for Federal Awards
(Uniform Guidance) and the State Single Audit Guidelines.

All financial assistance programs of the District which involve awards from the federal government or
federal awards passed through the State of Wisconsin and certain state assistance programs, as required
by the Uniform Guidance and the State Single Audit Guidelines, are included in the Schedules of
Expenditures of Federal and State Awards. The Schedules of Expenditures of Federal and State Awards
present only a selected portion of the operations of the District, they are not intended to and do not
present the financial position or changes in net position of the District.

Programs subject to the Single Audit - federal and state program awards received by the District have
been included in the Schedules of Expenditures of Federal and State Awards. Federal and state
programs are defined as major through a risk-based approach.

Summary of Significant Accounting Policies
Revenues and Expenditures

Revenues and expenditures in the Schedules of Expenditures of Federal and State Awards are
presented in accordance with the modified accrual basis of accounting and have been reconciled to
the District's fiscal 2023 basic financial statements. Grantor reimbursements reflect amounts received
from the various funding agencies during the year. Receivables at year-end consist of federal and
state program expenditures scheduled for reimbursement to the District in the succeeding year while
deferred revenues represent advances for federal and state programs that exceed recorded District
expenditures.

Subrecipients
Certain program funds are passed through the District to subrecipient organizations. The Schedules of
Expenditures of Federal and State Awards do not contain separate schedules disclosing how the
subrecipients outside of the District's control utilized the funds.

Indirect Cost
Indirect costs are allocated to certain grant programs based upon rates established by the Wisconsin
Department of Public Instruction. The District has not elected to use the 10% de minimis indirect cost
rate permitted under the Uniform Guidance.

Contingency

All federal and state award programs are subject to review and audit by the grantor agencies. Such audits

could lead to requests for reimbursement to the grantor agencies for costs disallowed under the terms of

the programs. It is the opinion of management that all costs charged against those federal and state
programs are allowable under the regulations of those programs.
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Milwaukee Public Schools

Notes to Schedules of Expenditures of Federal and State Awards
June 30, 2023

4. Program Disclosures

The Schedules of Expenditures of Federal and State Awards are organized by awarding agency.

5. Cognizant Agencies
The U.S. Department of Education and the Wisconsin Department of Public Instruction have been
designated as federal and state cognizant agencies, respectively, for the District.

6. Special Education Costs
Eligible costs for special education under project 011 were $184,237,247 for the year ended June 30,
2023.

7. Pass-Through Entities

The District received federal awards from the following pass-through entities:

MU Marquette University

NFWF National Fish and Wildlife Foundation

SHU Sacred Heart University

WI DCF Wisconsin Department of Children and Families
WI DHS Wisconsin Department of Health Services

WI DOJ Wisconsin Department of Justice

WI DPI Wisconsin Department of Public Instruction

WI DOT Wisconsin Department of Transportation

Pass-through entity identifying numbers are presented when available.

8. Subsequent Event - Suspension of Head Start (ALN 93.600)

On April 29, 2024, the District was notified by the U.S. Department of Health and Human Services,
Administration for Children and Families, Office of Head Start (OHS) of the suspension of federal funding
for the Head Start program, effective May 21, 2024, due to noncompliance identified during OHS’s
monitoring review conducted in January 2023, March 2023 and July 2023. The noncompliance issues
identified during those monitoring reviews include (1) failure to maintain the required classroom
teacher/child ratio, which resulted in the inability of the program staff to address the basic health and
safety needs of children; (2) lack of supervision and child maltreatment; and (3) multiple safety incidents
related to lack of supervision, respectively. Additional safety incidents occurred in the program between
November 2023 and February 2024.
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Milwaukee Public Schools

Schedule of Findings and Questioned Costs
Year Ended June 30, 2023

Section | - Summary of Auditors' Results

Financial Statements
Type of report the auditor issued on whether the financial
statements audited were prepared in accordance with
GAAP:

Internal control over financial reporting:
Material weakness(es) identified?
Significant deficiency(ies) identified?
Noncompliance material to the financial statements noted?
Federal and State Awards
Internal control over major federal and state award programs:
Material weakness(es) identified?
Significant deficiency(ies) identified that are not considered

to be material weakness(es)?

Type of auditor's report issued on compliance for major
federal or state award programs:

Any audit findings disclosed that are required to be reported
in accordance with section 2 CFR 200.516(a) of the Uniform
Guidance or the State Single Audit Guidelines?

Auditee qualified as low-risk auditee for Federal and State?

Dollar threshold used to distinguish between type A
and type B programs

Identification of major federal programs:

Assistance Listing Numbers

Unmodified
X yes no
yes X none reported
yes X no
Federal Programs State Programs
yes X no yes X no
none none
X yes reported X  yes reported
Unmodified Unmodified
X yes no X  yes no
yes X  no yes X  no
$3,000,000 $250,000

Name of Federal Program or Cluster

10.553, 10.555, 10.559, and 10.582
84.424
84.425C, D, U, and W
93.600
93.778

Identification of major state programs:

State Identification Numbers

Child Nutrition Cluster

Student Support and Academic Enrichment Program
COVID-19 Education Stabilization Fund

Head Start Cluster

Medicaid Cluster

Name of State Program

255.201, 255.204, 255.205, and 255.926
255.102
255.103
255.327
255.344
255.504
255.940
255.945

General Aids Cluster

State School Lunch Aid Match
Common School Fund Aid

Head Start Supplement

State School Breakfast Aid SSBA
Achievement Gap Reduction
Educator Effectiveness

Per Pupil Aid
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Milwaukee Public Schools

Schedule of Findings and Questioned Costs
June 30, 2023

Section Il - Financial Statement Findings Required to be Reported in Accordance With
Government Auditing Standards

2023-001 - Material Weakness - Internal Controls over the Financial Statement Close Process
This is a repeat finding of 2022-001.

Criteria: Properly designed systems of internal control provide the District with the ability to process
and record accurate monthly and year-end transactions and annual financial reports in timely fashion.

Condition: Our audit includes a review and evaluation of the internal controls relating to financial
reporting. Common attributes of a properly designed system of internal control for financial reporting
are as follows:

There is adequate staffing to prepare financial reports throughout the year and at year-end.
Material misstatements are identified and corrected during the normal course of duties.
Complete and accurate financial statements, including footnotes, are prepared.

Financial reports are independently reviewed for completeness and accuracy.

Account reconciliations and financial reports are agreed to District system-generated trial
balances.

Our evaluation of the internal controls over financial reporting has identified control deficiencies that
are considered material weakness surrounding the preparation of financial statements and footnotes,
multiple material adjusting journal entries identified by the auditors, and an independent review of
financial reports. This resulted in significant delays in providing account reconciliations and supporting
documentation that agreed to the District's system-generated trial balances. In addition, a complete
and accurate set of financial statements, footnotes and supporting schedules prepared in accordance
with generally accepted accounting principles was not provided until November of 2024.

Cause: There was significant turnover within the finance department during 2023 and into 2024, with
individuals in management positions that did not possess the appropriate skills, knowledge and
experience to assist in ensuring complete and accurate information is available for the preparation of
the financial statements.

Effect: The draft of the financial statements provided to the auditors was not prepared in accordance
with generally accepted accounting principles in all material respects. In addition, material
misstatements in the general ledger were identified during the financial audit and subsequently
corrected upon being questioned as part of the audit process. Lastly, this created significant delays in
the completion of the financial statement and federal and state awards audits.

Views of Responsible Official: Management concurs with the finding.
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Milwaukee Public Schools

Schedule of Findings and Questioned Costs
June 30, 2023

2023-002 - Material Weakness - Audit Readiness, Timely Submissions and Accurate Financial Data

Criteria: Internal control is a process effected by an entity’s oversight body, management,

and other personnel that provides reasonable assurance that the operations, reporting and
compliance objectives of an entity will be achieved. Management is responsible for an

effective internal control system. As part of this responsibility, management sets the entity’s
objectives, implements controls and evaluates the internal control system. Properly designed systems
of internal control provide the District with the ability to process and record accurate monthly and
year-end transactions and annual financial reports. Timely processing and reconciling of monthly and
year-end transactions is critical to producing reliable financial reporting.

The District is required to submit their annual audited financial statements to the Wisconsin
Department of Public Instruction by December 15 based on Section 1.8 of the Wisconsin School
District Audit Manual. Additionally, the District is required to submit the Single Audit Reporting
Package to the Federal Audit Clearinghouse within 9 months of their year-end.

Condition: The District had significant delays in providing the requested data needed to assist in
ensuring that materially accurate financial statements were prepared. These delays were a result of
many factors but mainly due to the lack of knowledge and experience at the management level within
the finance department over the course of 2023 and into 2024. This resulted in improper recording of
transactions and inaccurate reconciliations. The use of, and reconciliation of workpapers and
subsidiary ledgers to, trial balances was not occurring, which includes the reconciliation of federal and
state revenues and expenditures. It was discovered upon audit that the applicable source documents
(i.e., reconciliations, claim forms and trial balances) were not used to prepare the reconciliation of
federal and state revenue, expenditures, receivables and unearned revenue. As a result of ongoing
delays and continued issues, the District brought in the appropriate individuals within the finance
department, including utilizing a third-party service provider, to assist with audit preparation and
ensure complete and accurate information was provided to the auditors.

Cause: There was significant turnover within the finance department during 2023 and into 2024, with
individuals in management positions that did not possess the appropriate skills, knowledge and
experience to oversee the day-to-day functions, leading to significant delays and inaccurate financial
data.

Effect: Due to the Condition described above, there were numerous delays, and therefore, missed
deadlines related to the completion of the fiscal year 2023 (FY23) audit, including:

the filing of final claim forms with Wisconsin Department of Public Instruction (DPI),
FY23 Auditor Aid Certification and Fund Balance Report,

FY23 Annual Report filing to DPI by the District,

FY23 audited financial statements to DPI,

inability to meet the Annual Comprehensive Financial Reporting (ACFR) deadlines and
therefore, certificate of achievement not able to be obtained for the FY23 report,

District aid certification, and

o filing related for the continued disclosure requirement related to District outstanding debt.

Views of Responsible Official: Management concurs with the finding.
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Milwaukee Public Schools

Schedule of Findings and Questioned Costs
June 30, 2023

2023-003 - Material Weakness - Journal Entry Processing

Criteria: Internal control is a process effected by an entity’s oversight body, management and other
personnel that provides reasonable assurance that the operations, reporting and compliance
objectives of an entity will be achieved. Management is responsible for an effective internal control
system. As part of this responsibility, management sets the entity’s objectives, implements controls
and evaluates the internal control system. Proper internal controls would include a system that will not
allow a journal entry to be deleted but instead require a reversal of the inaccurate journal entry and
the creation of a new journal entry.

Condition: As part of the audit, we test journal entries to evaluate whether proper internal controls
exist over the journal entry process to ensure that journal entries, including manual entries, are not
entered or modified by one person without the review or approval by someone independent of the
transaction. During our testing, we noted that line items that were previously included in the general
ledger detail had been removed from a subsequent listing obtained. We inquired of management in
place at that time and it was noted that journal entries were deleted from the system. When
management was asked for the policy and/or procedures surrounding this there was nothing they
could provide.

Cause: The District does not have a documented process or established procedure for journal entry
deletions. Further, the financial accounting system is configured to allow for a journal entry to be
deleted after posting and can be done without review or approval by someone other than the
preparer.

Effect: The ability to delete a previously posted journal entry creates the potential for fraud or errors to
occur within the financial reporting process without being prevented, or detected and corrected, on a
timely basis.

Views of Responsible Official: Management concurs with the finding.
2023-004 - Material Weakness - Year-End Accounts Payable Analysis

Criteria: Internal control is a process effected by an entity’s oversight body, management and other
personnel that provides reasonable assurance that the operations, reporting and compliance
objectives of an entity will be achieved. Management is responsible for an effective internal control
system. As part of this responsibility, management sets the entity’s objectives, implements controls
and evaluates the internal control system. This includes designing and implementing controls over the
year-end accounts payable process to ensure expenses are accrued into the correct fiscal year that
corresponds to the receipt of the good or service in accordance with generally accepted accounting
principles.

Condition: During our review of the schedule of expenditures of federal and state awards, there were
instances noted where certain grants did not reconcile between what was listed in the general ledger
and what was claimed for reimbursement. Upon further review, the District determined there was a
flaw in the design of their process which led to $8,952,079 of invoices that were not accrued into
fiscal year 2023, as required.

Cause: The District's process for accruing invoices into the correct fiscal year requires individual
departments to tag invoices into the correct fiscal-year within the accounting system as they are
approving the invoice for payment. At year-end, the finance department pulled queries from the
system based on these tags to evaluate the accrual needed for fiscal year 2023. The finance
department evaluated all items tagged with fiscal year 2023 and fiscal year 2024. However, there was
no review of invoices that did not have a fiscal year tagged.
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Effect: Without a well designed and implemented year-end accounts payable process, accounts
payable and expenditures could be reported inaccurately in the financial statements.

Views of Responsible Official: Management concurs with the finding.
2023-005 - Material Weakness - Budget Reporting

Criteria: The District’s budget policy states that during the year, budgets can be amended by approval
of a majority of the members of the board. As a management practice, the superintendent, or his or
her designee, may transfer funds between functions at the department, school or program level
subject to the following criteria:

The transaction does not exceed $100,000

Is not initiated by a Board member

Will not effectuate a change in policy

Will not create a new area of activity for the District
Does not increase authorized staffing levels

Does not move monies between statutory funds

Condition: Budget data is used throughout the year (i) to evaluate progress made towards year-end
goals, (ii) to monitor revenue generation and spending to ensure compliance with Milwaukee Board of
School Directors approved and amended budgets and (iii) to meet expectations related to resources
that may be needed to cover any budget shortfalls. As part of the year-end financial reporting
process, budget to actual comparison schedules are included in the District's Annual Comprehensive
Financial Report. During the reconciliation of those schedules to the data that was included in the
accounting system and to the board approved budget, significant variances were noted and the
District was unable to determine the proper budget amounts.

Cause: There appeared to be a lack of knowledge regarding what should be included in the budget to
actual comparison schedules and the accounting system. There was no one that could initially explain
the difference between the system balances and the actual Milwaukee Board of School Directors
adopted and revised (amended) budgets.

Effect: Internal reports that utilize the budget information were not accurate based on the budgets and
amendments approved by the Board.

Views of Responsible Official: Management concurs with the finding.
2023-006 - Material Weakness - Cash Reconciliation

Criteria: In a well-designed system of internal controls, all cash accounts must be reconciled promptly
after the end of each month to ensure accurate financial reporting and to detect and prevent errors or
fraud.

Condition: Cash balances are tested and confirmed as part of the annual audit process. During the
audit, it was noted that cash account reconciliations for cash accounts held by the City of Milwaukee
on behalf of the District were not reconciled timely. At June 30, 2023, two of the three accounts held
at the City on behalf of the District had a deficit balance of approximately $141 million.

Cause: The deficit was a result of untimely reconciliations that could have assisted the District in
identifying the deficit and allow them to better manage the cash flow. Upon further review,
management asserted that the deficit was created by untimely claims for reimbursement and
subsequent payment of Elementary and Secondary School Emergency Relief (ESSER) funds by the
Wisconsin Department of Public Instruction.
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Effect: Untimely cash reconciliations can lead to inaccurate financial reporting, increased risk of
undetected errors or fraud and potential non-compliance with regulatory requirements.

Views of Responsible Official: Management concurs with the finding.

2023-007 - Material Weakness - Contract Invoicing Support

This is a repeat finding of 2022-003.

Criteria: Internal control is a process effected by an entity’s oversight body, management and other
personnel that provides reasonable assurance that the operations, reporting and compliance
objectives of an entity will be achieved. Management is responsible for an effective internal control
system. As part of this responsibility, management sets the entity’s objectives, implements controls
and evaluates the internal control system.

Condition: During our review of invoices and related supporting documentation on third-party
contracts that provide services to the District, we noted the following issues:

Invoices were provided to and ultimately paid by the District that included an hourly or
overtime rate that did not match the agreed upon rates specified in the signed contract.

The process for reviewing and approving the supporting documentation for the hours worked
by contracted individuals that were billed to the District was not consistently applied or
verified.

Invoices when sent to the District by the third-party for payment were not agreed to
supporting documentation because supporting documentation, in some cases, was not
provided by the contracted staff to the individual responsible for approval.

Final reviewed contracts by the City Attorney were not being timely obtained and contracts
were not posted to the Office of Accountability and Efficiency’s website.

Monthly payment to a consultant was made based off a prorated contract budget and not
based on actual hours worked.

Documentation of the authorized rates to be paid on invoices is not readily available for
departments to verify the proper hourly rates are charged.

Verbal negotiation of rates was done on some contracts that was not documented.

There was a lack of monitoring of spending over blanket contracts.

The Department of Facilities and Maintenance Services (DFMS) has an encumbrance and
expenditure authorization list that does not match the Department Expenditure Authorization
Form on file in the finance department. DFMS invoices are being approved for payment by
individuals that are not authorized by the finance department and in some cases, who are not
on the DFMS authorization listing.

Cause: While the district has a policy that requires individuals to obtain and review supporting
documentation for invoices requested for payment, the policy was not consistently followed.

Effect: Contracts and invoices submitted for approval and subsequent payment may be erroneous
and result in payments made to incorrect individuals and/or at incorrect amounts.

Views of Responsible Official: Management concurs with the finding.
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2023-008 - Material Weakness - Internal Controls over the Preparation of the Schedule of
Expenditures of Federal and State Awards

Criteria: Non-federal entities in receipt of federal funds must comply with the requirements of 2 CFR
200.303(a), which require an entity to establish and maintain effective internal control over the federal
award to ensure compliance with federal statutes, regulations and the terms and conditions of the
federal award. This includes properly identifying all federal awards subject to the Uniform Guidance
and fairly presenting the required information in the schedule of expenditures of federal awards
(SEFA).

In accordance with the State Single Audit Guidelines, the auditee shall maintain internal control over
state and federal pass-through awards that provides reasonable assurance that the auditee is
managing state and federal pass-through awards in compliance with statutes, regulations and the
terms and conditions of the awards that could have a material effect on each of its state and federal
pass-through programs.

Condition: The District did not have employees or consultants that had appropriate skills, knowledge
or experience to prepare a complete and accurate Schedule of Expenditures of Federal and State
Awards (SEFSA). This resulted in the inability of the District to provide a complete and accurate
SEFSA to the auditors during fieldwork. It was not until the latter half of 2024 when the District
obtained new finance staff and hired a third-party consulting firm that the District was able to provide
the SEFSA and related reconciliations.

Cause: Employee turnover had left the District with few qualified staff with the appropriate skills,
knowledge or experience to account for grants appropriately.

Effect: The District was not able to produce a complete and accurate SEFSA when initially requested
by the auditors.

Views of Responsible Official: Management concurs with the finding.
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Section lll - Federal and State Awards Findings and Questioned Costs
Finding 2023-009 - Significant Deficiency - Equipment and Real Property Management

Federal Assistance Listing Number: 84.425D and 84.425U

Federal Program Name: COVID-19 - Education Stabilization Fund

Federal Agency: U.S. Department of Education

Pass-Through Name: Wisconsin Department of Public Instruction

Pass-Through Identification Number: 2022 - 403619 - DPI - ESSERFII - 163 and 2022 - 403619 - DPI
- ESSEREFIII - 165

Criteria: In accordance with 2 CFR 200.313(d)(1), property records must be maintained that include a
description of the property, a serial number or other identification number, the source of funding for
the property (including the FAIN), who holds title, the acquisition date and cost of the property,
percentage of Federal participation in the project costs for the Federal award under which the
property was acquired, the location, use and condition of the property and any ultimate disposition
data including the date of disposal and sale price of the property.

Condition/Context: The District maintains a list of capitalized equipment in BusinessPlus using the
Fixed Asset module. However, of the three pieces of equipment sampled, one was put into service in
January 2023 but was not entered into BusinessPlus until the subsequent fiscal year. Additionally, the
other two pieces of equipment sampled did not contain all the required information in BusinessPlus.
The following pieces of information were missing from the listing:

e the source of funding for the property (including the FAIN),

e who holds title, and

e the sales price of the property, if disposed.
This was not a statistically valid sample.
Cause: The Department of Facilities and Maintenance services had staff changes, and it was not
discovered until well after the new staff were in place that the former staff member had missed
entering the record. Additionally, the District was unaware of the property records requirement as
equipment is not frequently purchased with federal funds.

Effect: When the funding source for fixed assets is not tracked, if an asset is disposed of via a sale,
the federal program may not receive the proceeds of the sale at the appropriate proportional rate.

Questioned Costs: None noted.

Recommendation: We recommend that the District enter fixed assets into BusinessPlus in a timely
manner and record all the information required by the Uniform Guidance.

Views of Responsible Officials: Management concurs with the finding.
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Finding 2023-010 - Significant Deficiency - IEP Ratio

Federal Assistance Listing Number: 93.778

Federal Program Name: Medicaid Cluster

Federal Agency: U.S. Department of Health and Human Services
Pass-Through Name: Wisconsin Department of Health Services
Pass-Through Identification Number (Year): 2023

Repeat Finding: This is a repeat finding of 2022-004.

Criteria: According to the Wisconsin School-Based Services Medicaid Cost Report and Cost
Settlement Training Guide, the IEP ratio is reported within the General and Statistical Information
section of the online annual cost report and is used to apportion Medicaid allowable costs versus total
special education costs for direct medical services. The IEP ratio is made up of the Number of Unique
Medicaid Eligible with a prescribed Medical Service in the IEP (numerator) and the Number of Unique
SPED Students with a prescribed Medical Service in the IEP.

Condition: The numerator of the IEP ratio reported in the FY22 annual cost report was not supported
by the list of Medicaid-eligible students and was overstated by 57 students. The ratio reported in the
annual cost report was 32.29% and the ratio calculated based on the number of Medicaid-eligible
students should have been 31.59%. The District was able to resubmit the FY22 IEP ratio and did so
once it was brought to their attention.

Context: The numerator and denominator of the IEP ratio were compared to the student listing. No
sampling occurred for this test.

Cause: The numerator was based on a calculation rather than a list of Medicaid-eligible students.

Effect: Since the IEP Ratio is used to apportion Medicaid allowable costs versus total special
education costs for direct medical services, the Medicaid apportionment could be incorrect.

Questioned Costs: Could not be determined.

Recommendation: We recommend the |IEP ratio be supported by a list of Medicaid-eligible students
and a list of the total number of IEP students that receive a medical service.

Views of Responsible Officials: Management concurs with the finding.
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Finding 2023-011 - Significant Deficiency - Unlicensed Teachers

State Identification Number: 255.504
State Program Name: Achievement Gap Reduction
State Agency: Wisconsin Department of Public Instruction

Criteria: Wisconsin Statute 118.44(4)(a) provides three strategies that can be used in meeting the
requirements for this program. Additionally, teachers charged to the program should be properly
licensed.

Condition/Context: Four of the 60 teachers sampled did not have valid licenses during the audit
period. One of the four had a valid license beginning on January 1, 2023 even though the individual's
salary and fringe benefits were charged to the program beginning with the pay period ending
September 2, 2022. This resulted in charging $42,093 in salary and $22,435 in related fringe benéfits,
for a total of $64,528 of unallowable costs for an unlicensed teacher. This was not a statistically valid
sample.

Cause: The school leaders did not confirm that the teachers had valid licenses prior to placement of
their assigned classrooms.

Effect: Charges for unlicensed individuals could be charged to the program.

Questioned Costs: We consider the $64,528 of unallowable costs described above to be known
questioned costs.

There are likely questioned costs totaling $337,104, calculated as follows:
e Known questioned costs: $64,528;
e Divided by the salaries and fringe benefits of the sampled individuals: $2,915,350;
e Multiplied by the total salaries and fringe benefits charged to the program: $21,773,173

Recommendation: We recommend that a review of individuals charged to the program occurs
periodically to ensure that they have an active license.

Views of Responsible Officials: Management concurs with the finding.
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Section IV - Other Issues

Does the auditor's report on the notes to the financial
statements include disclosure with regard to substantial
doubt as of to the auditor's ability to continue as a going
concern?

Does the audit report show audit issues (i.e., material
noncompliance, nonmaterial noncompliance,
questioned costs, material weakness, significant
deficiency, management letter comment, excess
revenue or excess reserve) related to grants/contracts
with funding agencies that require audits to be in
accordance with the State Single Audit Guidelines:

Department of Public Instruction
Department of Health Services
Department of Natural Resources
Department of Workforce Development
Department of Justice

Department of Transportation
Department of Children and Families

Was a Management Letter or other document conveying
audit comments issued as a result of this audit?

Name and signature of principal

Date of report
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yes X

X yes
X yes
yes
yes
yes
yes
yes

XX XXX

X ye

EMQV -

no

no
no
no
no
no
no
no

no

Wendi M. Unger, CPA, Principal

January 17, 2025
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SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
For the Year-Ended June 30, 2023

Finding 2022-001 Financial Close and Reporting

Criteria: Properly designed systems of internal control provide your organization with the ability to
process and record accurate monthly and year-end transactions and annual financial reports.

Condition: Our audit includes a review and evaluation of the internal controls relating to financial
reporting. Common attributes of a properly designed system of internal control for financial
reporting are as follows:

e There is adequate staffing to prepare financial reports throughout the year and at year-end.
e Material misstatements are identified and corrected during the normal course of duties.

e Complete and accurate financial statements, including footnotes, are prepared.

e Complete and accurate schedule of expenditures of federal and state awards is prepared.

e Financial reports are independently reviewed for completeness and accuracy.

Our evaluation of the internal controls over financial reporting has identified control deficiencies
that are considered material weakness surrounding the preparation of financial statements and
footnotes including the schedule of expenditures of federal and state awards, adjusting journal
entries identified by the auditors, and an independent review of financial reports.

Management has not prepared financial statements that are in conformity with generally accepted
accounting principles or the schedule of expenditures of federal and state awards that is in
conformance with the applicable federal or state requirements. In addition, material misstatements in
the general ledger were identified during the financial audit and subsequently corrected upon being
questioned as part of the audit process.

Current Status:

Adequate Staffing

e The District’s Management expects this finding to be a non-recurring situation related to
significant changes in key financial leadership. The Chief Financial Officer, Comptroller,
Financial Reporting Manager and Grant Accounting Manager positions all had personnel
changes even currently in FY 2024-2025. We are in the process of restaffing the department
but in the interim, outside accounting support services were still utilized in the interim to
assist in the preparation of the year-end financial statements as well as the schedule of
expenditures of federal and state awards.

Start. Stay. Succeed.
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e The District has engaged and still utilizes a handful of contractors to backfill open positions
and support the following departments: Financial Reporting, Grants Accounting, Financial
Planning and Budget Services, State and Federal Programs, Facilities and Maintenance
Services, Payroll, and Technology.

e The District has secured the services of staffing agencies, like Robert Half, that are able to
provide relief in the short term. Some have been hired on as permanent employees in the last
two to three years.

e Key tasks related to financial reporting are being and will be documented within a close
checklist and assigned a preparer / reviewer and due date. Management will continue to
assess workloads and re-allocate tasks as needed throughout the financial close process to
ensure timely completion of all tasks.

Material Misstatements are Identified / Complete and Accurate Financial Statements

e Management will be exploring the implementation of a Financial Reporting Checklist to
track key tasks, analytics, and journal entries required for the financial reporting process.

o The checklist will include: Responsible Department, Task Description, Preparer,
Reviewer, Due Date, Status, Completion Date, Notes, JE Required, and Applicable
Fund(s).

e Management has started to implement frequent communicaton with department heads to
ensure timely completion of audit checklist items on a weekly basis, or more frequently.

e Regular evaluations of the effectiveness of a Financial Reporting Checklist prior to each
close period will take place to identify any new or changes in activities and/or changes in
owners and due dates.

e Management is working on eliminating the use of D funds for FY24, making it easier for
accounting to identify and complete journal entries without the added task of creating new
keys and tax units at the end of the year, which delays the process. Instead, periods 13" and
14" will be used.

e By law, the City of Milwaukee controls the District’s treasury, which makes the
reconciliation process longer than it would in an organization that controls their own revenue
accounts. MPS finance staff and management will work proactively with the City to resolve
any issues if information is not received timely.

e The Financial Services Department is being reevaluated with the advent of the new Chief
Financial Officer to fit the needs of having more timely and accurate financial reporting.

e Management is changing the processes to account for Fund 27 in real time, which should also
provide more accurate and timely information for financial reporting purposes.

e The District’s end-of-year accrual and encumbrance processes are being reviewed to improve
the accuracy, efficiency, and control over the information contained in its financial
statements.

Schedule of Expenditures of Federal and State Awards

e Management has created an Excel spreadsheet to facilitate the traceability of the information
reported in the Schedule of Expenditures of Federal and State Awards. This spreadsheet is designed
to minimize the need for manual data entry and employs various techniques and formulas. The data
is sourced from multiple places, including Business Plus, the AIDS Register, the DPI website, and
Grant Supporting Documents.

e Management has implemented various checks within the ‘Schedule of State and Federal Awards’
report to ensure the completeness of data used within the report.

Start. Stay. Succeed.
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o Management will be implementing controls that involve internal review procedures through keeping
preparers and reviewers accountable to meeting deadlines.

e Management is evaluating and will be preparing standard operating procedures to ensure that the
entire process can be easily reproduced. This will mitigate potential issues stemming from the risk of
personnel turnover.

Financial Reports

e All financial reports will have separate preparers and separate reviews independently by the
preparer’s supervisor.

e Assigned preparers and reviewers will be documented within the Financial Reporting
Checklist discussed above.

e As tasks are completed and reviewed, there will be proper internal controls with the preparer
and reviewer sign-off next to the task within the checklist and indicate the date completed /
reviewed.

e A standard operating procedure will be documented and implemented to outline the process
for independent review related to all financial reports. The manager and then the Comptroller
will provide final review of financial reports.

e FEach department will have their own standard operating procedures outlining the
independent review process for their key financial reports.

Finding 2022-002 Employee Receivables including Milwaukee Public Schools University (MPSU) and
Liquidated Damages

Criteria: Generally accepted auditing standards AU-C section 265 requires the communication of material
weaknesses in the year-end financial reporting process.

Condition: The District has several situations in which an employee would owe money to the District. One
of the programs is MPSU. This program provides discounted costs to employees for courses. Employee’s
costs were being accounted and paid for through payroll deductions. If an employee failed to complete the
courses and graduate, the employee is required to reimburse the District based on sponsorship agreements in
place. The District is unable to provide an accurate current listing of participants, status of courses and
potential amounts owed to the District. There are no specific policies or procedures documented regarding
monitoring outstanding amounts owed, compliance with sponsorship agreements, how amounts owed should
be collected and determination of when amounts owed should be forgiven.

Current Status:

MPSU started formally documenting a comprehensive set of SOPs in May 2023, including procedures around
program admissions, program withdrawals, billing, monitoring outstanding amounts owed, compliance with
sponsorship agreements, how amounts owed should be collected, and determination of when amounts owed
should be forgiven. Note that MPSU no longer forgives debt effective Fall 2022. These SOPs are housed in
a MPSU SOP Manual comprised of the following sections:

e General - MPSU roles and responsibilities, dashboard procedures, reporting requirements, process for
updating the website and newsletter, and the complaint process
e Facilities & Maintenance — the process for requesting a building permits and MPSU classroom space

Start. Stay. Succeed.
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Education Preparation Provider (EPP) & University Partnership Programs — eligibility and admission
requirements, enrollment and billing, process of verifying candidates have completed all EPP
requirements, tuition cost information, record maintenance, process for verifying partnership student
invoices, and program withdrawals

Tutoring — expectations for MPSU tutors/tutees and the process for accessing tutoring services

MPSU Student Records

Effective Fall 2022, Human Resources hired an Accountant II whose sole responsibility is to maintain
MPSU program records in compliance with DPI requirements.

MPSU meets with their assigned DPI liaison on a monthly basis and participates in a required annual
program review to ensure adherence and compliance to all related PI34 requirements and state statutes.
The DPI representative shared no concerns related to compliance for the recent review that took place
in September 2023.

All current employees participating in a Montessori credentialing program, an MPSU EPP program,
or an MPS partnership program are documented and tracked on the MPSU dashboard. The dashboard
is a historical running log of all enrolled licensure candidates that are overseen by the MPSU
department. Candidates permanently remain visible on the data sheet, regardless of completion,
withdrawal, or resignation. Their enrollment status reflects ‘Active/Inactive’ and the correlating
reason. The Dashboard procedures are documented within “SOP 1.2 MPSU-General-Dashboard”.

MPSU Billing

Effective Spring 2023, payroll deductions and potential amounts owed to the district are calculated
and tracked through an “Enrollment/Cost Spreadsheet” of all accepted students enrolled in various
MPSU programs and University Partnership programs. The spreadsheet includes the total cost of the
program, the bi-weekly payment for the program, and the length of the payroll deductions term as
outlined in “SOP 3.2 MPSU-EPP-Student Billing Process” and “SOP 4.11 MPSU-University
Partnership Programs-Student Billing Procedure”.

The Enrollment/Cost Spreadsheet is provided to the MPSU Accountant to create a semester tuition
billing statement for each student. The tuition billing statement references the total program cost and
the remaining balance owed for the program.

If an individual withdraws from a program, HR will calculate the balance owed to the District based
on current payroll deductions, create a “Request to Invoice” and send the request to Accounts Payable
to create an invoice for the remaining cost. Accounts Payable sends the invoice to the employee.

HR and Finance follow the general collections process for MPS as documented in "SOP — 3102
Accounts Receivable”. The District allows employees to make partial payments that are spread out
over time.

Accounts Receivable follows up on outstanding invoices in accordance with the timeline below:

1. Statement 1 is mailed at 31 days
2. Statement 2 is mailed at 61 days
3. Collection letter 1 is sent at 91 days

Start. Stay. Succeed.
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4. Collection letter 2 is sent at 120 days

After 150 days, all unpaid, open receivables over the amount of $50.00 per customer are referred to
the collection agency, Kohn Law Firm S.C.. In accordance with Wisconsin State Legislature statute
425.307, the statute of limitation for collections is six (6) years from the last violation.

Finding 2022-003 Contract Invoicing Support

Criteria: Generally accepted auditing standards AU-C section 265 requires the communication of material
weaknesses in the year-end financial reporting process.

Condition: During our review of invoices and related supporting documentation on third-party contracts that
provide services to the District, we noted the following issues. They are as follows:

1.

6.

Invoices were provided to and ultimately paid by the District that included an hourly rate that did not
match the agreed upon rates specified in the signed contract.

The process for reviewing and approving the supporting documentation for the hours worked by
contracted individuals that were billed to the District was not consistently applied or verified.
Invoices when sent to the District by the third-party for payment were not agreed to supporting
documentation because supporting documentation in some cases was not provided by the contracted
staff to the individual responsible for approval.

Final reviewed contracts by the City Attorney were not being timely obtained and contracts were not
posted to the Office of Accountability and Efficiency’s website.

Monthly payment to a consultant was made based off a prorated contract budget and not based on
actual hours worked.

Payments were being made on a contract for a service that was not noted in the contract.

Accordingly, the control deficiencies noted above are considered to be a material weakness.

Current Status (Contract Invoicing): The Office of Finance understands that the accounts payable process
is, by nature, a highly manual process that requires consistent application of District Policies and Standard
Operating Procedures by all District employees to ensure proper review and approval of invoices. As such,
the following preventative and detective controls are in place:

Invoice review and approval procedures are clearly documented within the MPS Contract Guidelines
available to all users in Business Plus under the Contracting section.

Fundamentals of Finance training is provided annually in the Fall (two sessions) to school principals
and administrators to reinforce procedures for properly reviewing invoices against the respective
contracts, and the actions required when a discrepancy is identified.

Starting Fiscal 2023, newly required training was created through the Learning Management System
(LMS) and offered to all staff involved in the Contract Invoicing process in order to reinforce
procedures for properly reviewing invoices against supporting schedules (i.e., time sheets) as per the
respective contract requirements, and submitting invoices for payment.

All invoices are reviewed by the Contract Sponsor (District employee that receives the goods or
services) prior to being sent to Accounts Payable for payment processing.

Start. Stay. Succeed.
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e [fa contract issue is identified, the Procurement Department will follow up with the contracted third-
parties or Contract Sponsor to clarify or request any supporting documentation.

e A new detective control was designed and implemented by Office of Finance Management effective
Fiscal Year 2023 in order to provide additional review over the accuracy of cash disbursements and
compliance with contract terms and conditions. As part of these procedures, Management performs
and documents a three-way reconciliation between the invoice, supporting schedule (if applicable),
and contract for a sample of cash disbursements related to each “high-risk” contract category (i.e.,
Contract Services, Maintenance Contracts, Pupil Transportation, Storage and Delivery/Food).
Variances are investigated and resolved. Resolution may involve additional employee training,
contract revisions, and identify variance resolution for vendor payments.

Contract Approvals and the Office of Accountability
Current Status:

e The City Attorney signs construction contracts only.

e A process has been developed to track those contracts that require countersignature by representatives
of the City of Milwaukee and the Office of Accountability and Efficiency continues to work with the
City Attorney to improve the timeliness of the receipt of fully executed contracts from the City.

Finding 2022-004

Criteria: According to the Wisconsin School-Based Services Medicaid Cost Report and Cost Settlement
Training Guide, the IEP ratio is reported within the General and Statistical Information section of the online
annual cost report and is used to apportion Medicaid allowable costs versus total special education costs for
direct medical services. The IEP ratio is made up of the Number of Unique Medicaid Eligible with a prescribed
Medical Service in the IEP (numerator) and the Number of Unique SPED Students with a prescribed Medical
Service in the IEP.

Condition: The numerator of the IEP ratio reported in the FY21 annual cost report was not supported by the
list of Medicaid-eligible students and was overstated by 42 students. The ratio reported in the annual cost
report was 33.21% and the ratio calculated based on the number of Medicaid-eligible students should have
been 32.68%.

Current Status:

The Milwaukee Public School District, and Specifically the Department of Financial Planning and Budget
Services, Office of Finance, manages aspects of the District’s Medicaid compliance activities including
reporting billing, quarterly reporting, finalizing the IEP Ratio, and annual reporting. To prevent future
negative findings the office is taking the following steps:

First, the Department of Financial Planning and Budget Services has taken several steps to ensure appropriate
training and understanding of the District’s Medicaid compliance activities. The District has retained outside
process improvement contractors to review standard operating procedures for Medicaid activities to ensure
that all necessary activities and deadlines are documented along with instructions for successfully completing
each required activity. These materials will be reviewed with the District’s staff and third party vendors (like
MJ Cares and PCG) annually to ensure they are up to date and that District staff remain aware of required
activities and how to successfully complete them.
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Finally, the District’s Director of Financial Planning and Budget Services has taken steps to ensure retention
of knowledge and accountability for successful outcomes. Staff are being cross-trained both within the
Department of Financial Planning and Budget Services as well as collaborating across departments including
the Office of Finance and the Office of Specialized Services. Department leadership will conduct quarterly
check ins with internal staff to ensure Medicaid activities are completed appropriately.

Finding 2022-005

Criteria: According to the guidance provided in the State of Wisconsin Statutes section 115.88, staff must be
appropriately licensed for a special education work assignment listed in state statute in order for their salary
and benefits to be eligible for aid.

Condition: The No Valid License (NVL) Report created and provided by the Wisconsin Department of Public
Instruction (DPI) included 375 individuals for which no valid licenses were found. These individuals were
reported in Project 019 in the PI-1505-SE report. An additional 31 individuals were identified as having an
incorrect license; however, this was due to incorrect WiseStaff data used in creating the report.

Accordingly, the information noted above was submitted to DPI via WiseGrants in the No Valid Special
Education License Report for ultimate resolution between the District and DPI.

Additionally, we noted one instance where a late hire was not appropriately licensed.
Current Status:

Summary: There are procedures in place to ensure there are no expenses from people without a valid
license, if at all needed, entered into 255.101 Special Education and School Age Parents. While it is possible
to enter people without a license into these grants, none of the District’s NVL personnel are being charged to
a grant, except when the grant does not require a DPI license, only the Psychology license. This is, individuals
without a valid license are properly coded to Project 019 (non-aidable), per instructions from DPI, not to a
grant. Those individuals without a DPI license present in IDEA either did not require a license, or were in
positions where they were classified and not certificated.

Detailed response:

The District works closely with DPI to identify both individuals with a license and those without a valid
license.

The District has a dedicated License Compliance Specialist within the Office of Human Resources to monitor
and verify staff licenses, and to encourage employees to acquire their licenses. The specialist reviews the No
Valid License (NVL) Report from DPI and follows up with employees as needed. Finance also reviews the
NVL report from DPI and produces journal entries according to those people’s expenses. The District is also
adding staff to help its License Compliance Specialist with this function. This addition will allow more
accuracy in the District’s reports for aidable staff, and therefore find any and all individuals that would not
have a valid license, as well as assigning them to the proper codes.

It should also be noted that less than 3% of the district’s expenses in Special Education are related to staff
without a valid license, which are properly placed and identified as 019 — Unaidable expense, which is on par
or better than most school districts in the State of Wisconsin.
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The refund obtained from DPI for aidable costs is about 30%. This is out of the full aidable, non-grant
expenses captured in our books. The total district cost for Special Education is just over $204 million. The
total employees in the No Valid License Report from DPI is 133 employees with No Valid Special Education
Licenses. Their Salary and Benefits calculation totaled about $6.5M. This compares to NVL Salary & Benefits
of $8.7M in FY22. Additionally, of this total, only 23 were teachers for a total expense of $2.031 million
dollars, most of which had a teacher’s license at the end of fiscal year 2022.

Finding 2022-006

Criteria: State transportation aid for each pupil so transported is determined under the provisions of WI Stats.
121.58. Although pupils may be eligible for transportation, the pupil must be actually transported, with
supporting documentation, at least once during the school year for LEAs to include them on the transportation
report for aid.

Condition: The District did not have supporting documentation for verifying the student was transported at
least once.

Three separate samples of 40 students each were tested and the results are below. The samples were not
statistically valid.

e Fighteen students tested in the 0-2 mileage range were not included in the rider list.
e Eleven students tested with mileage ranges greater than 2 miles were not included in a rider list.
e FEleven special education students tested were not included in the rider list.

Current Status: Response provided by the Transportation Department.

MPS hired Lockstep Solutions to take a deep dive and address the (1) finding from FY22 as well as any
findings from years prior to that. That effort resulted in an intensive mapping of all data sets and their relation
to the state claim. Lockstep Solutions, to get to the final dataset to be shared with the auditors, created
processes to filter out the students one step at a time and make it repeatable every year with minimal
inconvenience. The effort also included going back to the source transportation application Mapnet to confirm

the miles, and add columns like “onbusconfirmed”, “busroute”, “onhazardroute” columns to be able to make
the auditor job easier and reduce the questions to MPS.

Due to the time gap between the knowledge transfer from MPS IT and also a change in programmer on our
side during the effort, there was an error with the naming convention of a column, resulting in issues correctly
identified by the Auditor. The “onbusconfirmed” was using data from “busrouteassigned” dataset to identify
students who were not assigned a bus and to get the confirmation for filtering those students from MPS and
was not intended for use by the Auditor. This simple naming convention issue had the consequence of merging
two distinct datasets which resulted in data integrity issues.

The audit process itself, specifically the testing phase, resulted in a need to rereview the data migration steps
performed by Lockstep Solutions. It was at this point the rename of a column was identified as the issue.
Renaming of columns has been eliminated from the process to prevent the potential for error. We have retested
the process start to finish and have repeatable results moving forward. It is worth noting that the other (3)
findings from FY21 were successfully corrected in FY22’s state claim.
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