School Name

(Insert School Name)
Notes to the Special-Purpose Milwaukee Parental Choice Program 

Financial Information Report


For the year ended June 30, 20xx

1. Operating Structure

(insert School Name) (the “School”) is organized as a (insert as appropriate “corporation, 501(c) 3 not for profit entity, sole proprietorship, etc”).  The School started in (insert year School first began).  The School began participating in the Milwaukee Parental Choice Program (“MPCP”) in (insert year School began participating in the program).  [If the School has an operating organization, “The School’s operating organization is (insert organization), which is organized as a (church, school, other)”.]
The School is located at (insert address or addresses where the School is located).  The location is (rented, included in the BUC-Schedule 5C, amortized/expensed in Schedule 6, included in Schedule 8, provided rent free, etc).  (If the School has multiple locations that are accounted for differently a schedule should be included summarizing each building location and how each location is included in the cost.)  (If the School owns the building, the following must be included. “The original cost of the building and any improvements is $.”)  [If the School owns the building, they may also disclose (at the discretion of the School/auditor) “The building had an appraisal completed on (insert date) by (insert appraisal company) that determined the fair market value of the building was (insert fair market value).]
2. Summary of Significant Accounting Policies

Basis of Presentation

Wisconsin Administrative Code Chapter PI 35.045 (1) prescribes the financial reporting requirements for private schools participating in the MPCP.

Annually, by September 1 following a school year of operation under the choice program, a private school participating in the MPCP shall submit, on a form provided by the department, a financial information report (FIR) identifying the operating nature of the private school as required under s. PI 35.047 (12) (a) and accompanied by the auditor’s opinion statement required under s. PI 35.046 (1) (a) containing the following information for the previous school year:

(a) Revenues and expenditures for all programs of the private school and the amount attributable to kindergarten through grade 12 educational programs.

(b) A statement of net choice program assets at the start and end of the school year.
(c) Enrollment and full−time equivalent membership for all pupils and for pupils participating in the MPCP based on audited enrollments required under s. PI 35.04 (9).
(d) A statement of cash flows.
(e) Such other information necessary for the fair determination of educational programming cost.
(f) Per pupil cost related to kindergarten through grade 12 educational programming computed on a full−time equivalent membership basis.
(g) The payment adjustment amount resulting from the private school’s participation in the MPCP during the previous school year.
Basis of Accounting

The special-purpose FIR has been prepared on the accrual basis of accounting and, accordingly, reflects all significant receivables, payables, and other liabilities.

However, as described in the Independent Auditor’s (Auditors’) Report, the special-purpose FIR is not intended to be a presentation in conformity with accounting principles generally accepted in the United States of America.  The financial statements have been prepared using the accrual basis of accounting except as follows [as required by Wisconsin Administrative Code Chapter PI 35.045 (2)]:

(a) Debt proceeds are included in revenue when received.
(b) Long−term debt principal and interest payments are included in expenditures when payments are due.
(c) Summer school program revenues and expenditures are reported in the fiscal year corresponding to the pupil membership used for program payment purposes.

(d) Withdrawals as salary compensation by individuals with a proprietary interest in the private school shall be included in expenditures only when identified as such on the private school’s records and made by check on or before June 30.

(e) Acquisition of capital outlay items are reported in expenditures when acquired.

MPCP eligible program costs have the following requirements [as required by Wisconsin Administrative Code Chapter PI 35.045 (3)]:

(a) Costs requiring allocation between kindergarten through grade 12 educational programming and other programs of the private school shall be made using one or more of the allocations included in Wisconsin Administrative Code Chapter PI 35.045 (3) (a). 
(b) The following may not be included in kindergarten through grade 12 educational programming cost:
1. Contributed services.
2. Fund raising.
3. Scholarship awards and financial support for pupils to attend the private school, including payments to parents or others on behalf of pupils.
4. Debt principal and interest payments to the private school’s owners, sponsoring organization, or another related party as a result of internal financing from other funds of the school or other less−than−an−arms−length transaction. Borrowing from an endowment fund or from individuals serving on a board of directors or in an advisory capacity who do not have a proprietary interest in the school are not subject to the requirements under this subdivision. The interest rate on such borrowings may not exceed the published prime rate on the borrowing date.

5. All loans from an individual to the private school must result in a cash deposit to the school’s or operating organization’s depository account required under s. PI 35.047 (5) (a). Unpaid reimbursements due related parties or employees of the private school shall not be considered a loan. 
3. Estimates
Management uses estimates and assumptions in preparing the FIR.  Those estimates and assumptions affect the reported amounts of assets and liabilities, the disclosure of contingent assets and liabilities, and the reported revenues and expenses.  Actual results could differ from those estimates.
4. Deferred Revenue

Income from student tuition is deferred and recognized in the periods that the tuition relates.

5. Concentrations

The School maintains cash balances at (insert location of bank accounts/cash balances).  Cash and cash equivalents are maintained at financial institutions and, at times, balances may exceed federally insured limits.  The School has never experienced any losses related to these balances (or insert any loss as appropriate).  All of the School’s non-interest bearing cash balances were fully insured at December 31, 2010 due to a temporary federal program in effect from December 31, 2010 through December 31, 2012.  Under the program, there is no limit to the amount of insurance for eligible accounts.  Beginning in 2013, insurance coverage will revert to $250,000 per depositor at each financial institution, and the non-interest bearing cash balances may again exceed federally insured limits.  Interest-bearing amounts on deposit in excess of federally insured limits at December 31, 2010 approximated (insert amount).
During the current year, the School received approximately (insert percent of revenue) of its revenue from (insert sources of revenue). (Include a disclosure for any revenue sources that provide greater than 50% of the School’s revenue.)
6. Litigation
As of the date of the audit opinion, the School had no pending litigation and has not paid any money related to litigation in the last School year.

-or-

As of the date of the audit opinion, the School has pending litigation.  This litigation is related to (disclose the nature of the litigation).  Currently the School is [unable to determine the outcome of the pending litigation -or- has determined that the likely outcome is (disclose anticipated amount owed)].  During the year, the School paid (insert amount) for a pending suit related to (insert nature of the litigation).
7. Subsequent Events

Management of the School has evaluated all subsequent events through (date of the audit opinion), for possible inclusion as a disclosure in the FIR.  (insert “The School has no subsequent events that require disclosure in the special purpose FIR.” –or- disclose the subsequent events requiring disclosure.)

[The following footnotes should be included if applicable to the School.]

8. Restatement of Prior Year Amounts

The prior year FIR adjustment to/from the state on Schedule 3B-Net Program Assets has been updated to the actual FIR adjustment per the FIR certified by the DPI.

The (insert buildings and sites and/or leasehold improvements) balances were modified in the current year as the previous balance represented the total cost times the school usage percentage.  The original total cost and the school use percentage from the year the cost was originally included is/are disclosed below:

	Type of Cost
	Year
	
	Original Amount of Non-Debt Funded Expenditure
	Original School Use Percentage
	
	Prior Year Capital Outlay Charges

	(insert buildings and sites or leasehold improvements)
	(insert year that was changed)
	$
	
	
	%
	(calculate as the Original Total Cost times the amortization percentage times the # of years of amortization)

	(insert buildings and sites or leasehold improvements)
	(insert year that was changed)
	
	
	
	%
	(calculate as the Original Total Cost times the amortization percentage times the # of years of amortization)

	(insert buildings and sites or leasehold improvements)
	(insert year that was changed)
	
	
	
	%
	(calculate as the Original Total Cost times the amortization percentage times the # of years of amortization)

	(insert buildings and sites or leasehold improvements)
	(insert year that was changed)
	
	
	
	%
	(calculate as the Original Total Cost times the amortization percentage times the # of years of amortization)

	(insert buildings and sites or leasehold improvements)
	(insert year that was changed)
	
	
	
	%
	(calculate as the Original Total Cost times the amortization percentage times the # of years of amortization)


Additionally, the School has modified prior year balances.  This includes modifying the (insert the Schedule number and name modified).  The reason for the modification is (insert reason).  As a result of these changes, the modified per pupil cost would be (insert amounts and a description of the adjustments below).

	Net Eligible Programming Cost
	

	Adjustment 1 (insert description)
	

	Adjustment 2 (insert description)
	

	Adjustment 3 (insert description)
	

	Adjustment 4 (insert description)
	

	Modified Net Eligible Programming Cost
	

	Average Pupil FTE
	

	Adjusted Per Pupil Cost
	

	Original Per Pupil Cost
	

	Adjustment in Per Pupil Cost
	

	
	


9. Line of Credit

On (insert date the line of credit was agreed upon) the School obtained a line of credit with (insert name of bank) for (insert amount of credit limit) with interest at (insert interest rate/calculation) that is scheduled to mature on (insert maturity date).  Security for the line of credit is (insert any security for the line of credit).  As of June 30, 20xx and June 30, 20xx, the balance outstanding was (insert amounts for current year and prior year), respectively.
(If multiple lines of credit copy and paste the information above for each agreement.)

10. Debt Agreements

The School has a loan in the amount of (insert amount of loan).  The loan matures on (insert maturity date) and bears interest at (insert interest rate).  The loan is secured by (insert security).  The interest rate as of June 30, 20xx was (insert interest rate).  The loan requires monthly payments of principal and interest of (insert monthly payment amount).  The future payments are:

	Year Ending June 30,
	
	

	20xx
	$
	

	20xx
	
	

	20xx
	
	

	20xx
	
	

	Thereafter
	
	

	Total
	$
	


(If multiple debt agreements copy and paste the information above for each agreement.)
(If capital asset debt on Schedule 8 is refinanced, the following disclosure should also be used.)

In the current year, the School refinanced a (insert type of debt agreement).  The original loan was obtained from (insert name of lender) and incurred on (insert the date the loan was originally incurred) with an interest rate of (insert interest rate).  The ending loan balance was (insert amount).  The new loan for (insert beginning loan balance amount) was obtained from (insert name of lender) and began on (insert the date the loan was incurred) with an interest rate of (insert interest rate of loan).  The loan is secured by (insert security).  The new loan requires monthly payments of principal and interest of (insert monthly payment amount).  The future payments are:

	Year Ending June 30,
	
	

	20xx
	$
	

	20xx
	
	

	20xx
	
	

	20xx
	
	

	Thereafter
	
	

	Total
	$
	


11. Operating Lease

The School entered into a lease for (insert item leased) beginning in (insert start of lease period).  The lease requires monthly payments of (insert monthly payment) and expires on (insert expiration of lease).  For the year ended June 30, 20xx, the lease expense was (insert amount of lease expense for the year).

Future minimum lease payments under this lease are as follows (insert amount of required future minimum lease payments by year below):

	Year Ending June 30,
	
	

	20xx
	$
	

	20xx
	
	

	20xx
	
	

	20xx
	
	

	Thereafter
	
	

	Total
	$
	


(If multiple leases, copy and paste the information above for each lease.)
12. Capital Lease Obligation

The School acquired (insert the item acquired through the lease) under provisions of a long-term capital lease.  The lease expires (insert expiration date) and has an implicit interest rate of (insert interest rate).  For financial reporting purposes, minimum lease payments relating to these items have been capitalized.  Amortization of the leased property is included in long-term debt principal payments in accordance with requirements established by the Wisconsin Administrative Code.  The lease requires monthly principal and interest payments of (insert amount).  Interest expense for the year ended June 30, 20xx was (insert amount).
The future minimum lease payments under this capital lease are as follows:

	Year Ending June 30,
	
	Principal

	20xx
	$
	

	20xx
	
	

	20xx
	
	

	20xx
	
	

	Thereafter
	
	

	Total
	$
	


(If multiple leases, copy and paste the information above for each lease.)  (The footnote disclosure should include the total amount of the debt, including the MPCP and non-MPCP portion.)
13. (Insert name of Account Requiring Additional Disclosure) (footnote to be used for any break down required in the Schedules)
The School has various items in (“other revenues and adjustments” or insert line being broken down in the FIR) on Schedule (disclose Schedule that the line is included in) of the FIR.  The threshold used to determine which items must be separately listed is (insert threshold).  (The required threshold is $1,000 for schools with eligible cost between $0-$999,999, $2,000 for schools with eligible cost between $1 million-$2,999,999 million, $3,000 for schools with eligible cost between $3 million-$4,999,999 million, $4,000 for schools with eligible cost between $5 million-$9,999,999 million, and $5,000 for schools with eligible cost at or above $10 million.  Eligible cost is the net eligible program costs on the FIR Schedule 2, Line 4.)  The amounts in this line consisted of the following: 
(insert a chart with a breakdown of the total of the line.  The total of the chart must equal the total of the line.  If there are categories lower than the established threshold, a line for “Items less than (insert threshold amount)” may be used.  Two examples are included below.)
(Example Other Revenue Disclosure)

	
	
	Total Cost
	
	Offsetting Revenue

	Description 1
	$
	
	$
	

	Description 2
	
	
	
	

	Description 3
	
	
	
	

	Description 4
	
	
	
	

	Description 5
	
	
	
	

	Total
	$
	
	$
	


(Example Other Assets or Other Liabilities Disclosure)

	Description 1
	$
	

	Description 2
	
	

	Description 3
	
	

	Description 4
	
	

	Description 5
	
	

	Total
	$
	


14. Related Party Transactions

The School rents the (building, lot, etc) from (insert name of party), a related party.  (Disclose the nature of the related party relationship.)  Total rent amounted to (insert amount) during the year ended June 30, 20xx.  The amount owed this party as of June 30, 20xx is (insert amount).

The School has related party expenses with (insert name of company).  This company is (disclose nature of the related party).  Total expenses amounted to (insert amount) during the year ended June 30, 20xx.  The amount owed this party as of June 30, 20xx is (insert amount).

The School has a (promissory note, debt agreement, line of credit, etc) owed to (name of party), (nature of relationship).  Monthly payments on this agreement are (insert amount of payments).  Total payments amounted to (insert amount) during the year ended June 30, 20xx.  The amount owed this party as of June 30, 20xx is (insert amount).
15. Fixed Asset Disposals & Purchases
Buildings and sites have been reduced by (insert amount) in (insert year that the amount was related to) because (insert a description of the replaced item) has been replaced.  The value of the new item has been reduced by the amount of the capital asset previously included in net eligible programming cost.
(If the School sold a fixed asset in the current year, the School must make the following disclosure.)  During the year, the School sold (insert capital outlay category) to (insert name of purchaser) for (insert sales proceeds). The (insert capital outlay category) was originally included as a capital outlay item during the year ended June 30, 20XX in the amount of (insert original amount included in capital outlay charge).  As of the date of the sale, the remaining capital outlay charge not taken was (insert amount). 
(If the School disposed of a fixed asset in the current year, the School must make the following disclosure.)  During the year, the school disposed of (insert capital outlay category). The (insert capital outlay category) was originally included as a capital outlay item during the year ended June 30, 20XX in the amount of (insert original amount included in capital outlay charge).  As of the date of the sale, the remaining capital outlay charge not taken was (insert amount). 

[If the School purchased a used fixed asset in the current year (fixed assets purchased new do not require this disclosure), they must make the following disclosure.]  The School purchased (insert capital outlay category) from (insert name of seller) for (insert sales proceeds).  The capitalized amount was calculated based on the sale amount (if the seller was or is a choice school “less the capital outlay charges taken by the previous seller of (insert amount)”).  (If the seller has never been a Choice school and no portion of the costs of the asset have been recovered from the Choice program insert “Since the asset has not previously been recovered as an MPCP eligible cost by a previous owner, the full sale price is included as a recoverable cost in Schedules 6 and 7.”)
16. Investments

Various inputs are used to determine the fair value of the School’s investments.  These inputs are summarized in the three broad levels listed below:


Level 1-quoted prices in active markets for identical securities

Level 2-observable inputs other than Level 1 quoted prices (including, but not limited to, quoted prices for similar securities, interest rates, prepayment speeds, and credit risk)


Level 3-unobservable inputs
Observable inputs are those based on market data obtained from sources independent of the trust, and unobservable inputs reflect the trustee’s own assumptions based on the best information available.  The input levels are not necessarily an indication of the risk or liquidity associated with investments at that level.  The following table summarizes the School’s investments, based on the inputs used to determine their fair values on June 30, 20xx:

	
	
	Assets at fair value as of June 30, 20xx

	
	
	Level 1 Inputs
	Level 2 Inputs
	Level 3 Inputs

	Investment A
	$
	
	
	

	Investment B
	
	
	
	

	Investment C
	
	
	
	

	Investment D
	
	
	
	

	Total
	$
	
	
	


17. Going Concern

[See the going concern audit guide for additional information on assessing a going concern and what should be disclosed.]

(Disclose the pertinent conditions and events that give rise to the assessment of substantial doubt about the School’s ability to continue as a going concern.  Include the possible effects of such conditions and events.)

Based on discussions with management, the following steps have been implemented in order to ensure the School continues as a going concern. (Disclose:  1) Management’s evaluation of the significance of those conditions and events and any mitigating factors; 2) Management’s plans; and 3) Possible discontinuance of operations.)
The following summarizes the anticipated budget for the School in the next year:
	Net Eligible Programming Cost
	

	Average Pupil FTE
	

	Expected Per Pupil Cost
	

	
	

	Anticipated MPCP Revenues
	

	Anticipated Other Revenues
	

	Total Revenues
	

	Anticipated Expenditures
	

	Net Income/Loss
	


The School’s ability to continue as a going concern is dependent on the success of the actions described above and its ability to generate sufficient cash flows from sources outside the MPCP.  The FIR does not include any adjustments that might be necessary should the School be unable to continue as a going concern.  (Select as appropriate “The auditor(s) has determined that the mitigating items identified above are sufficient to mitigate any potential going concern.” or “As a result of the financial viability indicators present, the auditor(s) has determined that there is substantial doubt regarding the School’s ability to continue as a going concern.  As such, the opinion includes a going concern qualification.”)  
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