STEVENS POINT AREA PUBLIC SCHOOL DISTRICT
TABLE OF CONTENTS
JUNE 30, 2019

EXECUTIVE AUDIT SUMMARY
I. FORMAL REQUIRED COMMUNICATIONS
[Il. INTERNAL CONTROL COMMUNICATIONS
APPENDIX A

FINANCIAL TRENDS OF YOUR DISTRICT
APPENDIX B

TECHNICAL UPDATE

12



| CliftonLarsonAllen LLP
CLAconnect.com

FORMAL REQUIRED COMMUNICATIONS

School Board
Stevens Point Area Public School District
Stevens Point, Wisconsin

We have audited the financial statements of the governmental activities, each major fund and the aggregate remaining
fund information of Stevens Point Area Public School District (the District) as of and for the year ended June 30, 2019,
and have issued our report thereon dated November 19, 2019. We have previously communicated to you information
about our responsibilities under auditing standards generally accepted in the United States of America, Government
Auditing Standards, Standards, 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,
as well as certain information related to the planned scope and timing of our audit. Professional standards also require
that we communicate to you the following information related to our audit.

Significant Audit Findings

Qualitative Aspects of Accounting Practices

Accounting Policies

Management is responsible for the selection and use of appropriate accounting policies. The significant accounting
policies used by the District 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 fiscal year
2019.

We noted no transactions entered into by the District during the year for which there is a lack of authoritative guidance
or consensus. All significant transactions have been recognized in the financial statements in the proper period.

Accounting Estimates

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.
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School Board
Stevens Point Area Public School District

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.

Corrected Misstatements

None of the misstatements detected as a result of audit procedures and corrected by management are material, either
individually or in the aggregate, to the financial statements taken as a whole.

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 our audit.

Management Representations

We have requested certain representations from management that are included in the management representation
letter dated November 19, 2019.

Management Consultations 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 District'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.

Significant Issues Discussed with Management Prior to Engagement

We generally discuss a variety of matters, including the application of accounting principles and auditing standards,
with management each year prior to engagement as the District's auditors. However, these discussions occurred in the
normal course of our professional relationship and our responses were not a condition to our engagement.

Other Information in Documents Containing Audited Financial Statements

With respect to the required supplementary information (RSI) accompanying the financial statements, we made certain
inquiries of management about the methods of preparing the RS|, including whether the RSI has been measured and
presented in accordance with prescribed guidelines, whether the methods of measurement and preparation have been
changed from the prior period and the reasons for any such changes, and whether there were any significant
assumptions or interpretations underlying the measurement or presentation of the RSIl. We compared the RSI for
consistency with management's responses to the foregoing inquiries, the basic financial statements, and other
knowledge obtained during the audit of the basic financial statements. Because these limited procedures do not
provide sufficient evidence, we did not express an opinion or provide any assurance on the RSI.
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INTERNAL CONTROL COMMUNICATIONS

School Board
Stevens Point Area Public School District
Stevens Point, Wisconsin

In planning and performing our audit of 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, 2019, in accordance
with auditing standards generally accepted in the United States of America, 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.

Our consideration of internal control was for the limited purpose described in the preceding paragraph 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. In addition, because of
inherent limitations in internal control, including the possibility of management override of controls, misstatements due
to fraud or error may occur and not be detected by such controls. However, as discussed below, we identified certain
deficiency in internal control that we consider to be a significant deficiency.

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 District's financial statements will not be
prevented, or detected and corrected, on a timely basis.

Material Weaknesses

Given the limitations described in the second paragraph, during our audit we did not identify any deficiencies in internal
control that we consider to be material weaknesses.
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APPENDIX A

FINANCIAL TRENDS OF YOUR DISTRICT

The following graphs reflect financial trends of Stevens Point Area Public School District. Information related to fund
balances and revenues and expenditures on pages 9 through 11 were obtained from current and prior year audit
reports.
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As indicated above, the District’s unassigned General Fund balance totaled $24,054,344 on June 30, 2019. This amount
essentially represents cash available for use during the 2019 - 2020 school! year. In our opinion, a reasonable amount of
available cash at June 30, 2019 would be between 20 - 25% of a school district’s General Fund operating expenditures. A need
for working cash reserve of 20 - 25% is based on the following items that have a negative effect on cash flow:

1. The present payment schedule for state aids for school purposes results in approximately 83% of the total school
aids due being received after December 1, more than five months after the school year has started. In addition,
approximately 35% of aids are not received until June or July.

2. Property taxes levied to finance the school! year budget are levied on lanuary 1, six months after the school year has
started. In addition, the collection method for property taxes results in a large portion of taxes not being received
until August, approximately two months after the school year has ended.

Accordingly, based upon the District's 2018 - 2019 actual expenditures, in our opinion a reasonable unassigned General Fund
balance would be calculated as follows:

Actual 2018 - 2019 General Fund operating expenditures $ 91,045,145
Reasonable unassigned fund balance % x 20 - 25%
Reasonable unassigned fund balance amount $18,209,029 to $22,761,286
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APPENDIX B
TECHNICAL UPDATE

GASB Standards that were effective for the District's 2018-2019 fiscal year:

GASB 0. 88 — Certain Disclosure : in
GASB Statement No. 88 improves the consistency in the information that is disclosed in the notes to government
financial statements related to debt, including direct borrowings and direct placements. The statement requires that
additional essential information related to debt be disclosed in notes to financial statements, including unused lines of
credit; assets pledged as collateral for the debt; and terms specified in debt agreements related to significant events of
default with finance-related consequences, significant termination events with finance-related consequences, and
significant subjective acceleration clauses. Requires disclosure of additional essential information about debt. The
statement was effective for Wisconsin school districts beginning in the 2018-2019 fiscal year.

The remaining GASB standards have been issued but are not yet effective.

B Sta — Fiduci jviti

GASB Statement No. 84 establishes criteria for identifying fiduciary activities for state and local governments, focusing
on (1) whether the government is controlling the assets of the fiduciary activity, and (2) the beneficiaries with whom a
fiduciary relationship exists. An activity meeting the criteria shouid be reported in a fiduciary fund in the basic financial
statements. Governments with activities meeting the criteria should present a statement of fiduciary net position and a
statement of changes in fiduciary net position. An exception is provided for a business-type activity that normally
expects to hold custodial assets for three months or less. Different criteria are included for fiduciary component units
and postemployment benefit arrangements.

The main changes of this statement;

1. Governments may find additional activities that need to be reported as fiduciary that were not reported in the
past.

2. Some activities treated as fiduciary may no longer be reported as fiduciary.

3. Agency funds will now be called custodial funds.

4. A statement of changes in fiduciary net position will be required for custodial funds.

5. Liabilities will be reported when an event has occurred that compels the government to disburse fiduciary
resources.

6. Single purpose business-type activities will be required to report fiduciary activities unless the above exception
applies.

The statement is effective for Wisconsin school districts beginning in the 2019-2020 fiscal year.
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Review leases for multiple components. Some leases include service agreements that will need to be split
off from the entire lease. Many agreements (like service agreements and supply contracts) may qualify as
leases under GASB 87. Some examples of service contracts that may have embedded leases can include
cafeteria equipment, soda fountains, water coolers, coffee machines, etc. where the government may get
to use a particular piece of equipment for free in return for the exclusive use of the provider's products.

Determine appropriate materiality thresholds for capitalization. Work with your auditor to determine what
this should be. Be aware that items that are well below that threshold individually may be material in the
aggregate.

Select a technology solution such as leasing software to help manage your leases. Unless your organization
only has a few leases, the calculations for journal entries and footnote disclosures will most likely be beyond
the capabilities of Excel. When choosing a software solution, keep in mind that tracking this information
from leases will be an ongoing project, so look for one that's easy to use and provides your organization
with all the information you'll need. Make sure to consider document storage as part of the capabilities.
Entities with greater than 10-20 identified leases may wish to seriously consider a lease software solution
and not rely on spreadsheets. Keep in mind that if a government has many similar leases, it may choose
to amortize the lease assets as a group rather than individually. Composite depreciation is applied to
groups of dissimilar assets, but should not be applied across classes of assets, such as buildings,
equipment, furniture, and vehicles.

Consider the district's bond covenants, loan covenants, and debt limitations to determine impact. While a
recent update from GASB (GASB 88) specifies that lease liabilities are excluded from the definition of debt
for the purposes of financial statement disclosures, it's not clear whether banks, credit rating agencies or
other stakeholders will take a similar stance.

Adding liabilities for operating leases to the balance sheet may mean that covenants for bond contracts
and loan agreements will be violated. If this is the case, you may need to renegotiate those agreements.
Contacting these stakeholders and other interested parties early on is crucial,

Adding to the complexity, the rules and statutes governing debt limitations vary across states, counties,
and municipalities. You may need to consult with an attorney to determine whether lease liabilities count
as debt for those limitations.

Develop new district policies and procedures as necessary. Unlike many other financial controls, you'll
need to work as a team with people outside of accounting, including procurement, IT, and legal, to make
sure all leases and contracts go through accounting. You may need to educate others about the balance
sheet impacts of leases.

Do your initial calculations and run the results past your auditor. Because the calculations are different
from the previous treatment of leases, some advisors are recommending performing a trial calculation on
a subset of your leases. Then, ask us as your auditors to check your numbers before you do the entire
population of leases.

Begin the process early. Early adopters report that they need two or three hours per lease to analyze and
extract the data. Adding to the challenge, many government finance professionals wear many hats, and
dealing with financial matters may be only a small part of their responsibilities. Be sure to keep the resulting
information very organized and accessible and also keep in mind the new information that will be required
for footnote disclosures.

Start learning and keep learning. Understanding the new standards is a steep learning curve. You'll need
to dedicate time and resources for your team to get up to speed.
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10.

.

12,

13.

14.

Significant estimates have been appropriately accounted for and disclosed in accordance with the requirements of
U.S. GAAP. Significant estimates are estimates at the financial statement date that could change materially within
the next year.

Related party relationships and transactions, including, but not limited to, revenues, expenditures/expenses, loans,
transfers, leasing arrangements, and guarantees, and amounts receivable from or payable to related parties have
been appropriately accounted for and disclosed in accordance with the requirements of U.S. GAAP.

No events, including instances of noncompliance, have occurred subsequent to the financial statement date and
through the date of this letter that would require adjustment to, or disclosure In, the financial statements or in the
schedule of findings and questioned costs.

You have proposed adjusting journal entries that have been posted to the entity’s accounts. We have reviewed
and approved those adjusting journal entries and understand the nature of the changes and their impact on the
financial statements. We are in agreement with those adjustments and accept responsibifity for them.

We have not identified or been notified of any uncorrected financial statement misstatements.

We are not aware of any pending or threatened litigation, claims, or assessments or unasserted claims or
assessments that are required to be accrued or disclosed in the financial statements in accordance with U.S. GAAP,
or which would affect federal award programs, and we have not consulted a lawyer concerning lltigation, claims, or
assessments.

Guarantees, whether written or oral, under which the entity is contingently liable, if any, have been properly
recorded or disclosed in accordance with U.S. GAAP.

The fact that the amount of “uncollateralized” deposits or "uninsured, unregistered securities held by the
counterparty, or by its trust department or agent but not in the entity’s name” during the period significantly
exceeded the amounts in those categories as of the financial statement date was properly disclosed in the financial
statements.

Receivables recorded in the financial statements represent valid claims against debtorsfor transactions arising on
or before the financial statement date and have been reduced to their estimated net realizable value.

The methods and significant assumptions used to determine fair values of financiat instruments are as follows; Fair
value is the price that would be received to sell an asset in an orderly transaction between market participants at
the measurement date. The methods and significant assumptions used result in a measure of fair value
appropriate for financial statement measurement and disclosure purposes.

We have no plans or intentions that may materlally affect the cartying value or classification of assets, liabilities, or
equity.



November 19, 2019
CliftonLarsonAllen LLP

Page 4

10.

mn

12.

13

14,

15.

16.

We have no knowledge of any instances of noncompliance or suspected noncompliance with provisions of laws,
regulations, contracts, and grant agreements, or abuse whose effects should be considered when preparing
financial statements.

We are not aware of any pending or threatened litigation, claims, or assessments, or unasserted claims or
assessments, that are reguired to be accrued or disclosed in the financial statements in accordance with U.S. GAAP,
or which would affect federal award programs, and we have not consulted a lawyer concerning litigation, claims, or
assessments.

There are no other material liabilities or gain or loss contingencies that are required to be accrued or disclosed in
accordance with U.S. GAAP.

We have disclosed to you the identity of the entity's related parties and all the related party relationships and
transactions of which we are aware.

The entity has satisfactowy title to all owned assets, and there are no liens or encumbrances on such assets, nor has
any asset been pledged as collateral, except as made known to you and disclosed in the financial statements.

We have a processto track the status of audit findings and recommendations.

We have identified to you any previous audits, aitestation engagements, and other studies related to the audit
objectives and whether related recommendations have been implemented.

We have provided our views on reported findings, conclusions, and recommendations, as well as our planned
corrective actions, for the report.

We are responsible for compliance with the laws, regulations, and provisions of contracts and grant agreements
applicable to Stevens Point Area Public School District, including tax or debt limits and debt contracts; and we have
identified and disciosed to you all laws, regulations, and provisions of contracts and grant agreements that we
believe have a direct and material effect on the determination of financial statement amounts or other financial
data significant to the audit objectives, including legal and contractual provisions for reporting specific activities in
separate funds.

There are no violations or possible violations of budget ordinances, laws and regulations (including those
pertaining to adopting, approving, and amending budgets), provistons of contracts and grant agreements, tax or
debt limits, and any related debt covenants whose effects should be considered for disclosure in the financial
statements, or as a basis for recording a loss contingency, or for reporting on noncompliance.

The entity has complied with all aspects of contractual or grant agreements that would have a material effect on
the financial statements in the event of noncompliance.
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We acknowledge our responsibility for presenting the combining nonmajor fund statements and supporting
schedules (the supplementaty information) in accordance with U.S. GAAP, and we believe the supplementary
information, including its form and content, is fairly presented in accordancewith U.S, GAAP. The methods of
measurement and presentation of the supplementary information have not changed fromthose 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. If the supplementary information Is not presented with the
audited financial statements, we will make the audited financial statements readily available to the intended users
of the supplementary information no later than the date we issue the supplementaiy information and the auditors'
report thereon.

As part of your audit, you prepared the draft financial statements and related notes, schedule of expenditures of
federa! awards and schedule of expenditures of state awards. We have designated an individual who possesses
suitable skill, knowledge, and/or experience to understand and oversee your services;, have made all management
judgments and decisions; and have assumed all management responsihilities. We have evaluated the adequacy
and results of the service. We have reviewed, approved, and accepted responsibility for those financial statements
and related notes, schedule of expenditures of federal awards and schedule of expenditures of state awards.

We agree with the findings of specialists in evaluating the other postemployment benefits, pension benefits, and
incurred but not reported claims and have adequately considered the qualifications of the specialist in determining
the amounts and disclosures used in the financial statements and underlying accounting records, We did not give
or cause any instructions to be given to specialists with respect to the values or amounts derived in an attempt to

hias their work, and we are not otherwise aware of any matters that have had an impact on the independence or
objectivity of the specialist.

We have not completed the process of evaluating the impact that will result from adopting Governmental
Accounting Standards 8oard (GASB) Statements No. 84, Fiduciary Activities and No. 87, Leases, as discussed in
Note 3.D. The District is therefore unable to disclose the impact that adopting these GASB Statements will have on
its financial position and the results of its operations when the Statements are adopted.

With respect to federal and state award programs;

a. We are responsible for understanding and complying with, and have complied with the requirements of
Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform Administrotive Requirements, Cost
Principles, and Audit Requirements far Federal Awards (Uniform Guidance) and the State Single Audit
Guidellnes issued by the Wisconsin Department of Administration including requirements relating to
preparation of the schedules of expenditures of federal and state awards.
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We have complied with the direct and material compliance requirements, including when applicable,
those set forth in the OMB Compliance Supplement and the State Single Audit Guidelines, relating to
federal and state awards and confirm that there were no amounts questioned and no known
noncompliance with the direct and material compliance requirements of federal and state awards.

We have disclosed to you any communications from federal and state awarding agencies and pass-
through entities concerning possible noncompliance with the direct and material compliance
requirements, including communications received from the end of the period covered by the compliance
audit to the date of the auditors’ repoﬁ.

We have disciosed to you the findings received and related corrective actions taken for previous audits,
attestation engagements, and internal or externai monitoring that directly relate to the objectives of the
compliance audit, including findings received and corrective actions taken from the end of the period
covered by the compliance audit to the date of the auditors' report.

Amounts claimed or used for matching were determined in accordance with relevant guidelines in OMB’s
Uniform Guidance (2 CFR part 200, subpart E).

We have disclosed to you our interpretation of compliance requirements that may have varying
interpretations.

We have made available to you all documentation related to compliance with the direct and material
compliance requirements, including information related to federal and state program financial reports and
claims for advances and reimbursements.

We have disclosed to you the nature ofany subsequent events that provide additional evidence about
conditions that existed at the end of the reporting period affecting noncompliance during the reporting
period.

There are no known instances of noncompliance with direct and material compliance requirements that
occurred subsequent to the period covered by the auditors’ report.

We have disclosed to you whether any changes in internal control over compliance or other factors that
might slgnificantly affect internal control, including any corrective action we have taken regarding
significant deficiencies and/or material weaknesses in internal control over compliance, have occurred
subsequent to the period covered by the auditors' report.

Federal and state program financial reports and claims for advances and reimbursements are supported
by the books and records from which the basic financial statements have been prepared.



