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To the Finance Council
St. Francis of Assisi Parish

Manitowoc, Wisconsin

We have audited the financial statements of St. Francis of Assisi Parish (the "Organization")for
the years ended June 30, 2018 and 2017, and have issued our report thereon dated
October 11, 2018. Professional standards require that we provide you with the following
information about our responsibilities under auditing standards generally accepted in the United
States of America, as well as certain information related to the planned scope and timing of our
audit. We have communicated such information in our engagement letter to you dated October
2017. Professional standards also require that we communicate to you the following information
related to our audit.
Significant Audit Findings
Consideration of Internal Control

In planning and performing our audit of the financial statements of the Organization as of and for
the years ended June 30, 2018 and 2017, in accordance with auditing standards generally
accepted in the United States of America, we considered the Organization's internal control over
financial reporting (internal control) as a basis for designing our auditing procedures for the
purpose of expressing our opinion on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the Organization's internal control. Accordingly,
we do not express an opinion on the effectiveness of the Organization's internal control.
Qualitative Aspects of Accounting Practices
Management is responsible for the selection and use of appropriate accounting policies. As
Indicated in Note IB, the Organization's accounting policy regarding purchases of property and
equipment prior to June 30, 2013 is a departure from accounting principles generally accepted
in the United States of America(US GAAP). Management realizes that this accounting policy is
not consistent with US GAAP. The significant accounting policies used by St. Francis of Assisi
Parish are described in Note 1 to the financial statements. No new accounting policies were
adopted and the application of existing policies was not changed during the year. We noted no
transactions entered into by the Organization during the year for which there is a lack of
authoritative guidance or consensus. To the best of our knowledge, all significant transactions
have been recognized in the financial statements in the proper period.
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Accounting estimates are an integral part of the financial statements prepared by management
and are based on management's knowledge and experience about past and current events and
assumptions about future events. Certain accounting estimates are particularly sensitive
because of their significance to the financial statements and because of the possibility that
future events affecting them may differ significantly from those expected. The most sensitive
estimates affecting the financial statements were:

Management's estimate of the allowance for uncollectible tuition receivable and
other receivable is based on an analysis of specific accounts and historical
experience of collections on past due accounts. We evaluated the key factors
and assumptions used to develop the estimate in determining that it is
reasonable in relation to the financial statements taken as a whole.

Management's estimate of the fair value of investments is based on ending
market values as of June 30, 2018, as reported by investment managers. We
evaluated the key factors and assumptions used in valuing the investments in
determining that it is reasonable in relation to the financial statements taken as a
whole.

Management's estimate of the depreciable lives of the fixed assets is based upon
analysis of the expected useful lives of the fixed assets. We evaluated the key
factors and assumptions and the consistency of the factors and assumptions
used to develop the estimate in determining that it is reasonable in relation to the
financial statements taken as a whole.

Management's estimate of the allocation of expenses by function is based on
knowledge and experience in classifying categories of natural expenses
according to the purpose for which they are incurred. We evaluated the key
factors and assumptions and the consistency in these factors and assumptions
used to develop the estimate of the functional allocation of expenses in
determining that it is reasonable in relation to the financial statements taken as a
whole.

The financial statement disclosures are neutral, consistent, and clear.

Difficulties Encountered in Performing fhe Audit
We encountered no significant difficulties in dealing with management in performing and
completing our audit.
Corrected and Uncorrected Misstatements

Professional standards require us to accumulate all misstatements identified during the audit,
other than those that are clearly trivial, and communicate them to the appropriate level of
management. Management has corrected all such misstatements. The attached Schedule A
summarizes the material misstatements detected as a result of our audit procedures that were
corrected by management.

Disagreements with Management

For purposes of this letter, a disagreement with management is a financial accounting, reporting
or auditing matter, whether or not resolved to our satisfaction that could be significant to the
financial statements or the auditors' report. No such disagreements arose during the course of
our audit.

Management Representations

We have requested certain representations from management that are included in the
management representation letter dated October 11, 2018.
Management Consuitations with Other Independent Accountants
In some cases, management may decide to consult with other accountants about auditing and
accounting matters, similar to obtaining a "second opinion" on certain situations. If a
consultation involves application of an accounting principle to the Organization's financial
statements or a determination of the type of auditors' opinion that may be expressed on those
statements, our professional standards require the consulting accountant to check with us to
determine that the consultant has all the relevant facts. To our knowledge, there were no such
consultations with other accountants.

Other Audit Findings or Issues

We generally discuss a variety of matters, including the application of accounting principles and
auditing standards, with management each year prior to retention as the Organization's
auditors. However, these discussions occurred in the normal course of our professional

relationship and, to the best of our knowledge, our responses were not a condition to our
retention.

As described above and in Note 1B of the financial statements, the Organization's accounting

policy regarding purchases of property and equipment prior to June 30, 2013 is a departure
from accounting principles generally accepted in the United States of America(US GAAP). As
such this resulted in a basis for a qualified opinion in the auditors' report.
Supplementary Information

With respect to the supplementary information accompanying the financial statements, we made
certain inquiries of management and evaluated the form, content, and methods of preparing the
information to determine that the information complies with Wis. Stats. 118.600 and 119.23 and
Wis. Admin. Codes PI 35 and PI 48, the method of preparing it has not changed from the prior

period, and the information is appropriate and complete in relation to our audit of the financial
statements. We compared and reconciled the supplementary information to the underlying
accounting records used to prepare the financial statements or to the financial statements
themselves.
Other Matters

In addition, during our audit we noted certain other matters that are presented for your
consideration. We will review the status of these comments during our next audit engagement.

Our comments and recommendations are intended to improve internal control or result in other

operating efficiencies. We will be pleased to discuss these matters in further detail at your
convenience, perform any additional study of these matters, or assist you in implementing the
recommendations. Our comments and observations are attached to this communication.
Conclusion

This communication is intended solely for the information and use of the Finance Council and
management of St. Francis of Assisi Parish and is not intended to be, and should not be, used
by anyone other than these specified parties.

5
Certified Public Accountants

Sheboygan, Wisconsin
October 11, 2018

COMMENTS AND OBSERVATIONS

New Not-for-Profit Financial Reporting Standard

On August 18, 2016, the FASB issued Accounting Standards Update(ASU)2016-14, Not-forProfit Entities(Topic 958): Presentation of Financiai Statements of Not-for-Profit Entities. The
new standards are effective for annual financial statements issued for fiscal years beginning
after December 15, 2017(for example, years ending December 31, 2018, and years ending
June 30, 2019), and for interim periods within fiscal years beginning after December 15, 2018.
Early application of the amendments in the ASU is permitted.
Phase 1 of a two-phase project, make significant changes in five areas:
Net asset classes

Liquidity and availability of resources
Expense reporting
Statement of cash flows
Investment return
Net Asset Classes

The three classes of net assets used in financial statements of nonprofit organizations will be
replaced with two classes of net assets:
Unrestricted net assets

>Net assets without donor restrictions

Temporarily restricted 1
Permanently restricted i

{Jet assets with donor restrictions

The definition of donor-imposed restriction is essentially unchanged.
The ASU adds the phrase "donors include other types of contributors, including makers of
certain grants"to seven glossary definitions, including the definition of donor-imposed
restriction. There is no explanation of which grants are the "certain grants" referred to in the
change. However, since the added phrase refers to those grantors as contributors, and because
the ASU does not change the implementation guidance for distinguishing contributions from
exchange transactions, the change could have been made merely in anticipation of another
FASB project. Revenue Recognition of Grants and Contracts by Not-for-Profit Entities, and is
not intended to change practice at this time.
In conjunction with the changes in the net asset classes, there are new accounting and
disclosure reouirements for unden^/ater endowment funds.(An undenwater endowment fund is
one in which the fair value of the endowment fund at the reporting date is less than either the
original gift amount or the amount required to be maintained by the donor or law that extends
donor restrictions.) Current standards require the deficit of a donor-restricted endowment fund to
be included in unrestricted net assets. ASU 2016-14 requires the deficit of a donor-restricted
endowment fund to be included in net assets with donor restrictions—^the endowment balance is

simply reduced. In other words, the endowment balance for a donor-restricted endowment fund
is classified entirely within net assets with donor restrictions. The endowment balance for a
board-designated endowment fund is classified entirely within net assets without donor
restrictions(unless the governing board designated resources that were purpose-restricted by
the donor to serve as an endowment).

To help readers of the financial statements understand the effects on availability of resources
caused by an underwater condition, ASU 2016-14 includes these required disclosures:
• The governing board's interpretation of laws affecting the ability to spend from
unden/vater endowment funds.

• The organization's policies for spending from underwater endowment funds.
• Any actions taken during the period concerning appropriation from underwater
endowment funds.

The new standards also will require disclosure of the aggregate fair value of the underwater
funds and the aggregate of the original endowment gifts (or other level required to be
maintained by donor stipulation or law), in addition to the currently required disclosure of the
aggregate amount by which the funds are underwater.
Liquidity and Availability of Resources

Combining the two restricted net asset classes into a single class could make it more difficult for
readers of the financial statements to assess the organization's liquidity and to determine the

availability of restricted resources to fund expenditures. Therefore, the new standards add
disclosures about liquidity and availability of resources.

An organization will be reouired to disclose Qualitative and Quantitative information about how
the organization manages its liquid resources to meet cash needs for general expenditures
within one year of the date of the statement of financial position.
ASU 2016-14 does not provide details as to the types of qualitative or quantitative information to
include but does include some examples of qualitative disclosures. Those examples include the
following:

•

The organization's responsibility to maintain resources to meet donor restrictions, which
makes those resources unavailable for general expenditures.

•
•
•
•

The organization's goals for maintaining financial assets.
The organization's policies for investing excess cash.
The organization's policies for spending from board-designated quasi-endowment funds.
Contractual agreements that make certain financial assets unavailable to fund general

•

expenditures.
Lines of credit that would be drawn down if the organization did not have any liquid,
available financial assets.

One of the examples provides quantitative information in the form of a reconciliation, as of the
financial statement date, of total financial assets to financial assets available to meet cash

needs for general expenditures within one year. The reconciling items include amounts for
financial assets that are not available for general expenditures, which are financial assets
restricted by donors(time or purpose restrictions), endowment assets subject to appropriation
and satisfaction of donor restrictions, investment assets held in split-interest trusts, board-

designated endowment funds, and financial assets held as a liquidity reserve.
Another example provides quantitative information in the form of a list of financial assets that
are available to meet cash needs for general expenditures. A financial asset is available if it is
not affected by external limits imposed by donors, by laws, by contracts with others, or by
internal limits imposed by governing board decisions. The nature of the asset itself may also
cause a financial asset to be unavailable.

Expense Reporting

ASU 2016-14 expands to ali nonprofit organizations the requirement to present an analysis of
expenses by functional and natural classifications. The information, currently required only of
voluntary health and welfare entities, must be provided in one location on the face of the
statement of activities, as a schedule in the notes to the financial statements, or in a separate
financial statement. The analysis must disaggregate the functional expense classifications (such
as major classes of program services and supporting activities) by their natural expense
classifications (such as salaries, rent, electricity, interest expense, supplies, depreciation,
awards and grants to others, and professional fees). Although the term matrix is not included in
the standards, a matrix format is the only method illustrated in the ASU of providing the
information.

In addition, organizations must describe the method(s) used to allocate costs among program
and support functions. The new standards provide guidance (in the form of examples)on
activities that constitute direct conduct or supervision of program activities (and thus are

program expenses rather than management and general expenses). There are examples for the
costs related to the chief executive officer, the chief financial officer, the human resource

department, and for grant accounting and reporting.
Statement of Cash Flows

The new standards continue to permit an organization to choose whether to provide a statement
of cash flows using the direct or indirect method of reporting operating cash flows. However, to
encouraae Greater use of the direct method, a presentation of the reconciliation from chance in

net assets to ooeratina cash flows is no loncer required when using the direct method. There
are no changes to the classification of operating, investing, and financing cash flows.
Investment Return

The new standards require that investment expenses be netted acainst investment return on the
statement of activities and eliminate the requirement to disclose investment expenses that have

been netted. That change was made to provide a more comparable measure of investment
return across all nonprofit organizations, regardless of whether the investment activities are
managed internally or by outside investment managers, volunteers, or some combination. The
new measure is also more comparable across organizations that invest in mutual funds, hedge
funds, or other vehicles for which the management fees are embedded in the investment return
of the vehicle. Because the disclosure of the netted expenses is eliminated, the difficulties and
related costs in identifying embedded fees are eliminated, and the resultant inconsistencies in
the reported amounts of investment expenses are avoided.
Investment expenses that are netted against investment return should not be included in the
analysis of expenses by functional and natural classifications.
Other Changes

In addition, nonprofit organizations will now be required to •

Use the placed-in-service approach to report expirations of restrictions on gifts of cash or
other assets to be used to acquire or construct a long-lived asset (in the absence of

specific donor restrictions stating otherwise).
•

Disclose, as of the end of the reporting period, the amounts and purposes of governing
board designations, appropriations, and similar actions that result in self-imposed limits
on the use of resources that are free of donor-imposed restrictions.

Future Changes to the Financial Reporting Model

Phase 2 of the financial reporting model project will involve reconsideration of other changes
proposed in the April 2015 exposure draft. The changes deferred to Phase 2 were expected to
require more time to resolve, either because they involve consideration of alternatives
suggested by stakeholders that were not previously considered by FASB or because they are
related to similar issues being addressed in other FASB projects.
More information about FASB ASU 2016-14 can be found on the FASB website at
www.fasb.ora.

New Revenue Recognition Standard

In May 2014, the Financial Accounting Standards Board jointly with the International Accounting
Standards Board issued Accounting Standards Update 2014-09, Revenue from Contracts with
Customers(Topic 606). The new standard establishes a principles based approach for
accounting for revenue from contracts with customers. The key principles are:
• Revenue should be recognized in a way that reflects the transfer of promised goods or
services to customers; and

• The amount of revenue recognized should be equal to the consideration that the entity
expects to be entitled to for those promised goods or services.
Common revenue streams of a nonprofit that would be considered a revenue from contracts

with customers and subject to the new standard include memberships, subscriptions, tuition and
sale of products and services. Contributions received from donors, grants and investment
income are not subject to the revenue recognition standard.
Implementation of the new standard could significantly change the timing and amount of
revenue recognized. The nature and extent of revenue related disclosures will significantly
change for all entities. System changes may be required to capture and track information to
apply the new guidance for accounting and disclosure purposes.
During our audit engagement, we discussed the new standard and conducted a preliminary
assessment on how it may affect your School with management. The new standard is effective

for your June 30, 2020 reporting period. We encourage management to continue to evaluate the
School's revenue streams and determine system changes that may be needed to implement the
standard.

We are continuing to research the new standard and will be available to assist management
with its implementation.

APPENDIX

^^aint

grands'^/\ssi'si parish
October 11, 2018

Schenck SC

712 Riverfront Drive, Suite 301

Sheboygan. Wl 53081

This representation letter is provided in connection with your audit of the financial statements of
St. Francis of AssisI Parish, which comprise the statements of financial position as of June 30, 2018

and 2017, and the related statements of activities, functional expenses, and cash flows for the years
then ended, and the related notes to the financial statements, for the purpose of expressing an
opinion as to whether the financial statements are presented fairly, in all material respects, in
accordance with accounting principles generally accepted in the United States (U.S. GAAP).
Certain representations in this letter are described as being limited to matters that are material.
Items are considered material, regardless of size, if they involve an omission or misstatement of

accounting information that, in light of surrounding circumstances, makes it probable that the
judgment of a reasonable person relying on the information would be changed or influenced by the
omission or misstatement. An omission or misstatement that is monetarily small in amount could be
considered material as a result of qualitative factors.

We confirm, to the best of our knowledge and belief, as of October 11, 2018, the following
representations made to you during your audit.
Financial Statements

1) We have fulfilled our responsibilities, as set out in the terms of the audit engagement letter dated
October 2017, including our responsibility for the preparation and fair presentation of the
financial statements In accordance with U.S. GAAP.

2) Except as described in Note IB to the financial statements, the financial statements referred to
above are fairly presented in conformity with U.S. GAAP.
3) We acknowledge our responsibility for the design, implementation, and maintenance of internal
control relevant to the preparation and fair presentation of financiai statements that are free from
material misstatement, whether due to fraud or error.

4) We acknowledge our responsibility for the design, Implementation, and maintenance of internal
control to prevent and detect fraud.

5) Significant assumptions we used in making accounting estimates, including those measured at
fair value, are reasonable. In this regard -

• The measurement processes used by management in determining accounting estimates are
appropriate and consistent.

The assumptions appropriately reflect management's intent and ability to carry out specific
courses of action.

The disclosures related to accounting estimates are complete and appropriate.
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•

No subsequent event has occurred that would require adjustment to the accounting
estimates or disclosures Included in the financial statements.

6) Related-party relationships and transactions have been appropriately accounted for and
disclosed in accordance with U.S. GAAP.

7) All events subsequent to the date of the financial statements and for which U.S. GAAP requires
adjustment or disclosure have been adjusted or disclosed.
8) We are in agreement with the adjusting journal entries you have proposed, and they have been
posted to the Organization's accounts.
9) The effects of all known actual or possible litigation, claims, and assessments have been
accounted for and disclosed in accordance with U.S. GAAP.

10) Material concentrations have been appropriately disclosed in accordance with U.S. GAAP.
11)Guarantees, whether written or oral, under which the Organization is contingently liable, have
been properly recorded or disclosed in accordance with U.S. GAAP.

12)In regard to the financial statement preparation and maintenance of computerized assets and
depreciation schedules services performed, we have—
• Assumed all management responsibilities.

• Designated individual within senior management who has suitable skill, knowledge, or
experience to oversee the services.

• Evaluated the adequacy and results of the services performed.
• Accepted responsibility for the results of the services.
Information Provided

13) We have provided you with:
a) Access to all information, of which we are aware, that is relevant to the preparation and fair
presentation of the financial statements, such as records, documentation, and other matters.

b) Additional information that you have requested from us for the purpose of the audit.

c) Unrestricted access to persons within the Organization from whom you determined it
necessary to obtain audit evidence.

d) Minutes of the meetings of the governing board or summaries of actions of recent meetings
for which minutes have not yet been prepared.
e) Communications from regulatory agencies concerning noncompliance with, or deficiencies in,
financial reporting practices.

14)All material transactions have been recorded in the accounting records and are reflected in the
financial statements.

15) We have disclosed to you the results of our assessment of the risk that the financial statements
may be materially misstated as a result of fraud.
16)We have no knowledge of any fraud or suspected fraud that affects the Organization and
involves:

a) Management,

b) Employees who have significant roles in internal control, or
c) Others where the fraud could have a material effect on the financial statements.
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17)We have no knowledge of any allegatlons of fraud or suspected fraud affecting the
Organization's financial statements communicated by employees, former employees, grantors,
regulators, or others.

18) We have no knowledge of any instances of noncompliance or suspected noncompliance with
laws and regulations whose effects should be considered when preparing financial statements.
19) We are not aware of any pending or threatened litigation, claims, or assessments or unassorted
claims or assessments that are required to be accrued or disclosed in the financial statements in
accordance with U.S. GAAP, and we have not consulted a lawyer concerning litigation, claims,
or assessments.

20)We have disclosed to you the identity of the Organization's related parties and all the relatedparty relationships and transactions of which we are aware.

21)The Organization has satisfactory title to all owned assets, and there are no liens or
encumbrances on such assets nor has any asset been pledged as collateral.
22)We are responsible for compliance with the laws, regulations, and provisions of contracts and
grant agreements applicable to us.

23)St. Francis of Assisi Parish is an exempt organization under Section 501(c)(3) of the Internal
Revenue Code. Any activities of which we are aware that would jeopardize the Organization's
tax-exempt status, and all activities subject to tax on unrelated business income or excise or
other tax, have been disclosed to you. All required filings with tax authorities are up-to-date.

24)We acknowledge our responsibility for presenting the Private School Choice Program (PSCP)
Reserve Balance as supplementary information, as required by the Wisconsin Department of
Public Instruction, and we believe the Private School Choice Program (PSCP)Reserve Balance,
including its form and content, is fairly presented in accordance with the requirements of Wis.
Stats. 118.60 and 119.23 and Wis. Admin. Codes PI 35 and PI 48. The methods of

measurement and presentation of the Private School Choice Program (PSCP) Reserve Balance
have not changed from those used in the prior period, and we have disclosed to you any
significant assumptions or interpretations underlying the measurement and presentation of the
supplementary information.

Deanne Kuenzi, Accountant Oper^ions

Fr. Douglas LeC
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B02- Adjusting Journal Entries - Schedule A
Description

W/P Ref

Debit

Credit

Adjusting Journal Entries
Adjusting Journal Entries JE d 101
To adjust restricted accounts to PY ending balances(PY Final Column)
285
285.01

Service Organizations Funds

5,740.13

St. Clare Society

2,893.91

310

Temporarily Restrided Net Assets

280

Restrided Contributions

280.08
280.2

12.562.71
3,963.59
12.177.89

Scholarship

5.0SS.27

Memorials

21,198.75

21,198.75

Adjusting Journal Entries JE # 102
To eliminate income/expenses between the school and the parish.

410.04
825

920.02

1,124.000.04

Parish Subsidy
Facilities Rent & Maintenance

215,250.00

SFCS Subsidy

908,750.04
1,124,000.04

Total

Adjusting Journal Entries JE 0103
To eliminate Scholarship revenue and expenses - included by client for board presentation purposes to show what

1,124,000.04

B01/PBC

PSCP.

411.03

Scholarship tnc

930.03

Scholarship/WPCP Exp

172,380.00

172,380.00

ToUl

Adjusting Journal Entries JE 0104

To record PY Entry not recorded by client To capitalize fixed assets and to record depreciation expense(PY AJE
104 and PY RJE 503).

162

Buildings & Improvements

43,510.00

163

Furnitures and Fixtures

14,494.00

170

AID•BIdgs and Improvements

171

AID•Fumiture and Fixtures

3900

3,346.92
1,455.59
53,201.49

Retained Earnings
58,004.00

Total

58,004.00

Adjusting Journal Entries JE 0105
To record the PY /UE 105 that was not recorded by the dient. This is to adjust the restricted account for the
building fund defidt,
3900
280

Retained Earnings

44,010.34
44,010.34

Restricted Contributions

44,010.34

Total

44,010.34

Adjusting Journal Entries JE 0108

To record PY AJE 101 and 106 not recorded by the dient. To adjust restrided accounts for PY ending balances.•
PPA.
280
280.08
280.2
285
285.01
310

Restrided Contributions

Scholarship
Memorials

Service Organizations Funds
St. Clare Sodety

123,544.21
80,583.70
5,055.27
30,016.74
979.88

240,179,80

Temporarily Restrided Net Assets
240,179,80

Total

240,179.80

Adjusting Journal Entries JE01O7
To record PY entry AJE 107 not recorded by dienL
495

Other Revenue

3900

Retained Eamings

Total

Adjusting Journal Entries JE 0108
To record PY entry AJE 108 not recorded by dient
416.01
3900

DPI Hot Lunch Income

Retained Eamings

Total

1 Of2
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Adjusting Journal Entries JE 0109
To prepare the adjusting journal entry to tuition revenue provided by Deanne.
411

280.08

Tuition

25.271.06

Scholarship

25,271.08

ToUl

Adjusting Journal Entries JE «110
To record DPI hot lunch income and receivable.
120
416.01

Accounts Receivable
DPI Hot Lunch Income

Adjusting Journal Entries JE # 111
To record a pledge receivable for the amount to be received trom the estate of Lloyd Junk.
120.04

Promises to Give

450.02

Estates & Memorials

62,191.00

62,191.00

Total

Adjusting Journal Entries JE # 112
To redassify Park View Haven temporarily restricted balance.
260

Funds Held for Others

280

Restricted Contributions

3,000.00

3,000.00

ToUl

Adjusting Journal Entries JE 0113
To capitalize Skidtoader purchased.
167

Equipment

996

Capital Outlay

45.626.00
45,628.00

Total

Adjusting Journal Entries JE 0114
To adjust depredation expense to actual
890

Depreciation Expense

170

A/D - BIdgs and Improvements

171

A/D - Furniture and Fixlures

172

A/D - Equipment

1,115.64
371.64

5,431.67
6,918.95

Total

6,918.95

Adjusting Journal Entries JE 0115
To record steeple repair invoice received subsequent to year end.
815
210.01

Buildings & Grounds Maintenance

8,056.45
8,056.45

Accounts Payable

8,056.45

Total

1,812,044.83

Total Adjusting Journal Entries

Total All Journal Entries

1,812,044.83

1,812,044.83
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