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INDEPENDENT AUDITORS' REPORT

Part af your business. Part 0f your ./.:'f.::.

To the Board of Directors
St. Ambrose Financial Services, Inc..
La Crosse, Wisconsin

We have audited the accompanying financial statements of St. Ambrose Financial Services, Inc. (the
“Organization™), which comprise the statement of financial position as of June 30, 2020, and the related
statements of activities and cash flows for the year then ended, and the related notes to the financial
statements.

Management’'s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the
Organization’s preparation and fair presentation of the financial statements in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the Organization’s internal control. Accordingly, we express no such opinion.
An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as evaluating the
overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of St. Ambrose Financial Services, Inc. as of June 30, 2020, and the changes in its
net assets and its cash flows for the year then ended in accordance with accounting principles
generally accepted in the United States of America.

La Crosse, Wisconsin
, 2020
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ST. AMBROSE FINANCIAL SERVICES, INC.
STATEMENT OF FINANCIAL POSITION
JUNE 30, 2020

ASSETS

Cash and cash equivalents

Investments

Accounts receivable, net of allowance for doubtful accounts
Notes receivable, net of allowance for note losses

Revolving loan receivable with Diocese of La Crosse

Revolving loans receivable with Unified Catholic School Systems
Accrued investment interest receivable

Prepaid expenses

TOTAL ASSETS

LIABILITIES AND NET ASSETS

LIABILITIES
Accounts payable
Deposits payable
Accrued payroll and related benefits
Due to Diocese of La Crosse
Workers' compensation dividend payable
Reserve for self-insurance
TOTAL LIABILITIES

NET ASSETS
Without donor restrictions

TOTAL LIABILITIES AND NET ASSETS

The accompanying notes are an integral part of these financial statements.
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$

346,632
61,545,264
734,639
5,819,576
1,421,911
1,796,932
243,146

84,343

71,992,443

10,120
39,375,340
19,415
1,852,734
480,000
25,000

41,762,609

30,229,834

71,992,443



ST. AMBROSE FINANCIAL SERVICES, INC.

STATEMENT OF ACTIVITIES
YEAR ENDED JUNE 30, 2020

SUPPORT AND REVENUE
Investment income, net of investment fees
Interest from lending activities
Administrative services income
TOTAL SUPPORT AND REVENUE

EXPENSES
Program Services - Deposit and loan expenses
Payroll and benefits
Interest
Office supplies
Technology
Total Program Services - Deposit and loan expenses

Supporting Services - Management and general
Payroll and benefits
Professional fees
Office supplies
Technology
Utilities
Insurance
Rent
Service charges
Uncollectible accounts (recovery)
Miscellaneous
Total Supporting Services - Management and general

TOTAL EXPENSES
NET SUPPORT UNDER EXPENSES
OTHER GAINS (EXPENSES)
Net realized and unrealized gain on investments
Donations to others
Over reserve of self-insurance
TOTAL OTHER GAINS
Transfer of net assets to Diocese of La Crosse Administrative Offices

CHANGE IN NET ASSETS WITHOUT DONOR RESTRICTIONS

NET ASSETS AT BEGINNING OF YEAR

NET ASSETS AT END OF YEAR

The accompanying notes are an integral part of these financial statements.

-4 -

$ 913,739
166,656
125,314

1,205,709

32,801
988,482
1,180
2,367
1,024,830

223,299
31,249
3,794
52,398
4,494
7,869
12,597
5,124

(11,142)
167
329,849

1,354,679

(148,970)

3,094,244
(206,286)

347,160

3,235,118

(529,843)
2,556,305

27,673,529

$30,229,834



ST. AMBROSE FINANCIAL SERVICES, INC.
STATEMENT OF CASH FLOWS
YEAR ENDED JUNE 30, 2020

CASH FLOWS FROM OPERATING ACTIVITIES
Change in net assets
Adjustment to reconcile change in net assets to net cash provided by operating activities
Net realized and unrealized (gain) on investments
Increase in allowance for doubtful accounts
(Decrease) in allowance for note losses
Transfer of net assets to Diocese of La Crosse Administrative Offices
Changes in assets and liabilities
Decrease (increase) in assets
Accounts receivable
Accrued interest receivable
Prepaid expenses
(Decrease) increase in liabilities
Accounts payable
Workers' compensation dividend payable
Accrued payroll and related benefits
Deferred revenue
Reserve for self-insurance
Due to Diocese
NET CASH PROVIDED BY OPERATING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of investment securities
Proceeds on sales of investment securities
Notes receivable, net of principal collections
Net payments on Diocese of La Crosse revolving loan
Net payments on Unified Catholic School Systems revolving loans
NET CASH (USED IN) INVESTING ACTIVITIES

CASH FLOWS FROM FINANCING ACTIVITIES
Net increase in deposits payable

NET (DECREASE) IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS AT END OF YEAR

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION
Cash payments for interest paid on deposit funds

The accompanying notes are an integral part of these financial statements.
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$ 2,556,305

(3,094,244)
10,600

(72,014)
529,843

1,167,200
(1,750)
(80,373)

(454,786)
(220,000)
9,330
(1,210,579)
(893,000)
1,852,734
99,266

(33,077,436)
29,363,698

(309,355)
1,897,622
19,162

(2,106,309)
1,815,338

(191,705)

538,337

$ 346,632

$ 988,482



ST. AMBROSE FINANCIAL SERVICES, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2020

NOTE 1 - Nature of Organization and Significant Accounting Policies

Nature of Organization:

St. Ambrose Financial Services, Inc. (the “Organization”) is an independent service organization, which
contracts to provide services including deposit and loan activities and administration of insurance and
retirement programs to Diocesan parishes, schools, and organizations within the boundaries of the Diocese
of La Crosse. Services provided include, but are not limited to, receiving, managing, investing, and
distributing funds and other assets.

Predominantly all assets, liabilities, and revenue and expenses are transactions associated with
contracted services parties.

Summary of Significant Accounting Policies:

Basis of Accounting - The financial statements of St. Ambrose Financial Services, Inc. have been
prepared on the accrual basis of accounting and accordingly reflect all significant receivables, payables,
and other liabilities.

Basis of Presentation - The accompanying financial statements are prepared in accordance with the
accounting principles generally accepted in the United States of America (U.S. GAAP) as codified by the
Financial Accounting Standards Board.

The Organization is required to report information regarding its net assets and its activities based on the
existence or absence of donor or grantor imposed restrictions. Accordingly, net assets and changes
therein are classified and reported as follows:

Net Assets Without Donor Restrictions - Net assets available for use in general operations and not
subject to donor restrictions.

Net Assets With Donor Restrictions - Net assets subject to donor imposed restrictions. Some
donor-imposed restrictions are temporary in nature, such as those that will be met by the passage
of time or other events specified by the donor. Other donor-imposed restrictions are perpetual in
nature, where the donor stipulates that resources be maintained in perpetuity. Donor-imposed
restrictions are released when a restriction expires, that is, when the stipulated time has elapsed,
when the stipulated purpose for which the resource was restricted has been fulfilled, or both. As of
June 30, 2020, there were no net assets with donor restrictions.

Cash and Cash Equivalents - For financial statement purposes, the Organization considers all highly
liquid investments with an initial maturity of three months or less when purchased to be cash equivalents.
However, the Organization does not consider cash or money market accounts included as investments to
be cash equivalents for the statement of cash flows.

Accounts Receivable and Allowance for Doubtful Accounts - Accounts receivable consist of the
balance due to the Organization from insurance, retirement, and miscellaneous service billings billed to
the various Diocesan organizations. Management has determined an allowance for uncollectible
balances based upon the analysis of prior collections and experience with individual parishes and schools.



ST. AMBROSE FINANCIAL SERVICES, INC.
NOTES TO FINANCIAL STATEMENTS - Continued
JUNE 30, 2020

NOTE 1 - Nature of Organization and Significant Accounting Policies - Continued

Investment Securities - The Organization’s investments in securities are classified and accounted for as
follows:

Available-for-Sale - Government and government agency bonds, notes, certificates, and other mutual
funds and stocks are classified available-for-sale when the Organization anticipates that the
securities could be sold in response to rate changes, prepayment risk, liquidity, availability of and the
yield on alternative investments and other market and economic factors. These securities are
reported at fair value.

Held-to-Maturity - Government and government agency bonds, notes, and certificates which the
Organization has the positive intent and ability to hold to maturity are reported at cost, adjusted for
amortization of premiums and accretion of discounts which are recognized in interest income using
the interest method over the period to maturity.

Unrealized gains and losses on securities available-for-sale are recognized as direct increases or
decreases in the statements of activities. Purchase premium and discounts are recognized in interest
using the straight-line method over the term of the security. Declines in the fair value of held-to-maturity
and available-for-sale securities below their costs that are deemed to be other than temporary are
reflected in earnings as realized losses. In estimating other-than-temporary impairment losses,
management considers (1) the length of time and the extent to which the fair value has been less than
cost, (2) the financial condition and near-term prospects of the issuer, and (3) the intent and ability of the
Organization to retain its investment in the issuer for a period of time sufficient to allow for any anticipated
recovery in fair value. Cost of securities sold is recognized using the specific identification method.

The Organization does not maintain a trading portfolio.

Notes Receivable and Allowance for Note Losses - The Organization grants demand notes to
Parishes, Unified Catholic School Systems, and others.

Notes receivable are stated at unpaid principal and interest balances, less an allowance for note losses.
Interest on notes is recognized over the term of the notes and was calculated (in some instances there
may be loans with a different interest rate) on principal amounts outstanding using the 90-day Treasury Bill
rate plus .75 percent (2.75 percent in some instances) each quarter. For the last two quarters of the year,
interest on new loans was calculated using the St. Ambrose Financial Services, Inc. Bond Fund Yield as
published in the U.S. Bank Private Wealth Management Review Quarterly Report plus 0.25 percent (0.50
percent in some instances). As of June 30, 2020, the interest rates generally ranged from 1.00 - 3.45
percent.

The allowance for note losses is established as losses are estimated to have occurred through a
provision for note losses charged to earnings. Note losses are charged against the allowance when
management believes that uncollectability of a loan balance is confirmed. Subsequent recoveries, if any,
are credited to the allowance.

The allowance for note losses is evaluated on a regular basis by management and is based upon
management’s periodic review of the collectability of the notes in light of historical experience, the nature
and volume of the note portfolio, adverse situations that may affect the borrower’s ability to repay, and
prevailing economic conditions. This evaluation is inherently subjective as it requires estimates that are
susceptible to significant revision as more information becomes available.



ST. AMBROSE FINANCIAL SERVICES, INC.
NOTES TO FINANCIAL STATEMENTS - Continued
JUNE 30, 2020

NOTE 1 - Nature of Organization and Significant Accounting Policies

A note is considered impaired when, based on current information and events, it is probable that the
Organization will be unable to collect the payments of principal or interest. Factors considered by
management in determining impairment include payment status and the probability of collecting principal
and interest payments. Management determines the significance of payment delays on a case-by-case
basis, taking into consideration all of the circumstances surrounding the note and the borrower.

Revenue Recognition - The Organization’s revenue sources include investment returns and
administrative services income. Administrative services income represents finance charges on
administration receivables and reimbursements from payroll and other services incurred per the service
agreement. Revenue is recognized when earned.

Functional Allocation of Expenses - The costs of providing various programs and other activities have
been summarized on a functional basis in the statement of activities. Accordingly, certain costs have
been allocated among the program services and supporting activities benefited. Those expenses include
payroll and benefits, office supplies, and technology expenses, which are allocated based on estimates
of time and usage as determined by a time and cost study.

Credit Risk - During the year ended June 30, 2020, the Organization had cash deposits in excess of
federally insured limits. While the Organization is exposed to custodial credit risk, the Organization has
not experienced any losses on such accounts.

Use of Estimates - The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets
and liabilities at the date of the financial statements and the reported amounts of revenue and expenses
during the reporting period. Actual results could differ from those estimates.

Tax Status - The Organization is exempt from Federal income tax under Section 501(c)(3) of the Internal
Revenue Code (IRC). However, income from certain activities not directly related to the Organization’s
tax-exempt purpose is subject to taxation as unrelated business income. In addition, the Organization
qualifies for the charitable contribution deduction under Section 170(b)(1)(A) and has been classified as
an organization other than a private foundation under Section 509(a)(2). The Organization is also
exempt from State taxation

Accounting for Uncertainty in Income Taxes - U.S. GAAP requires management to evaluate tax
positions taken by the Organization and recognizes a tax liability (or asset) if the Organization has taken
an uncertain position that more likely than not would not be sustained upon examination by a taxing
authority. Management has analyzed the tax positions taken by the Organization and has concluded that
as of June 30, 2020, there are no uncertain positions taken or expected to be taken that would require
recognition of a liability (or asset) or disclosure in the financial statements. The Organization is subject to
routine audits by taxing jurisdictions; however, there are currently no audits for any tax periods in
progress. The Organization will recognize future accrued interest and penalties related to unrecognized
tax benefits in income tax expense, if incurred.

Subsequent Events - The Organization has evaluated subsequent events through , 2020,
the date which the financial statements were available to be issued.



ST. AMBROSE FINANCIAL SERVICES, INC.
NOTES TO FINANCIAL STATEMENTS - Continued
JUNE 30, 2020

NOTE 2 - Notes Receivable

Notes receivable consist of demand notes due primarily from Parishes and Unified Catholic School
Systems. The composition of notes receivable consists of the following as of June 30, 2020:

PRINCIPAL INTEREST TOTAL
Parishes $ 5,193,542 $ 123,073 $ 5,316,615
Unified Catholic School Systems 248,305 - 248,305
Others 612,642 - 612,642
TOTAL NOTES RECEIVABLE 6,054,489 123,073 6,177,562
Less allowance for note losses (234,986) (123,000) (357,986)
NET NOTES RECEIVABLE $ 5,819,503 $ 73 $ 5,819,576

A summary of the activity in the allowance for note losses as of June 30, 2020 is as follows:

PRINCIPAL INTEREST TOTAL
BALANCE, BEGINNING OF YEAR $ 235,000 $ 195,000 $ 430,000
Provision charged to operations (14) (21,742) (21,756)
Forgiveness of interest receivable - (50,258) (50,258)
BALANCE, END OF YEAR $ 234,986 $ 123,000 $ 357,986

At June 30, 2020, the Organization had no loans that were specifically classified as impaired.

The five largest notes receivable balances (principal portion) were $3,637,809 at June 30, 2020, which
represents 60 percent of the principal portion of the notes receivable balance at June 30, 2020.

NOTE 3 - Accounts Receivable

The composition of accounts receivable consists of the following as of June 30, 2020:

Parishes $ 499,534
Unified Catholic School Systems 243,619
Others 223,486
TOTAL ACCOUNTS RECEIVABLE 966,639
Less allowance for doubtful accounts (232,000)
NET ACCOUNTS RECEIVABLE $ 734,639

A summary of the activity in the allowance for doubtful accounts as of June 30, 2020 is as follows:

BALANCE, BEGINNING OF YEAR $ 221,400
Provision charged to operations 10,600
BALANCE, END OF YEAR $ 232,000

NOTE 4 - Revolving Loan Receivable With Diocese of La Crosse Administrative Offices

On April 8, 2011 (and subsequently replaced with new revolving loan and line of credit agreement on
January 1, 2020), the Organization entered into a revolving loan with the Diocese of La Crosse
Administrative Offices.

The loan is collateralized by a mortgage covering substantially all assets of the Diocese of La Crosse,
with an interest rate charged at the rate of 0.50 percent over the St. Ambrose Financial Services, Inc.
Bond Fund Yield as published in the U.S. Bank Private Wealth Management Review Quarterly Report
(may adjust quarterly). As of June 30, 2020, the interest rate was 3.55 percent. The maximum amount
available is $4,000,000 at year end. The outstanding balance as of June 30, 2020, was $1,421,911 and
is due January 1, 2021.
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ST. AMBROSE FINANCIAL SERVICES, INC.
NOTES TO FINANCIAL STATEMENTS - Continued
JUNE 30, 2020

NOTE 5 - Revolving Loans Receivable With Unified Catholic School Systems

During the year ended June 30, 2020, the Organization converted accounts receivable into unsecured
revolving loans with the Unified Catholic School Systems. Interest accrues at the rate of 0.50 percent
over the St. Ambrose Financial Services, Inc. Bond Yield as published in the U.S. Bank Private Wealth
Management Review Quarterly Report on the first day of each quarter and is payable to the Organization
on a monthly basis, and the principal is due according to the maturity date of each agreement. As of
June 30, 2020, two Schools had amounts outstanding for a total of $1,796,932. The maximum amount
available for the Schools was $500,000, with the exception of one School that had a maximum available
of $3,000,000.

NOTE 6 - Investments

Investments consist of marketable securities and are presented in the financial statements in the
aggregate at fair market value.

Investments are composed of the following as of June 30, 2020:

GROSS GROSS
UNREALIZED UNREALIZED FAIR
COST GAINS (LOSSES) VALUE
Money market funds $ 2,446,842 % - $ - $ 2,446,842
Fixed income
Corporate issues 22,168,481 1,214,357 (6,824) 23,376,014
Foreign issues 4,325,259 218,247 (3,286) 4,540,220
Equity
Developed foreign 4,619,532 1,407,718 (32,527) 5,994,723
U.S. equity 19,957,928 4,594,582 (488,232) 24,064,278
U.S. Listed Real Estate 873,101 250,086 - 1,123,187
TOTAL $54,391,143 $ 7684990 $ (530,869) $61,545,264

The following schedule summarizes investment returns as of June 30, 2020:

Investment income $ 1,209,952
Investment fees (296,213)
Realized gain 854,191
Unrealized gain 2,240,053

TOTAL INVESTMENT RETURN $ 4,007,983

The following summarizes the investment income as of June 30, 2020:

Investment interest income $ 1,209,952
Investment fees (296,213)
TOTAL INVESTMENT INCOME, NET OF INVESTMENT FEES $ 913,739

As of June 30, 2020, the only assets or liabilities that are measured at fair value on a recurring basis are
investment securities.
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ST. AMBROSE FINANCIAL SERVICES, INC.
NOTES TO FINANCIAL STATEMENTS - Continued
JUNE 30, 2020

NOTE 7 - Fair Value Measurements

The Organization has determined the fair value of certain assets and liabilities in accordance with the
provision of U.S. GAAP, which provides a framework for measuring fair value under generally accepted
accounting principles.

U.S. GAAP defines fair value as the exchange price that would be received for an asset in the principal or
most advantageous market for the asset in an orderly transaction between market participants on the
measurement date. U.S. GAAP requires that valuation techniques maximize the use of observable
inputs and minimize the use of unobservable inputs. U.S. GAAP also establishes a fair value hierarchy,
which prioritizes the valuation inputs into three broad levels.

Level 1 inputs consist of quoted prices in active markets for identical assets that the reporting
organization has the ability to access at the measurement date. Level 2 inputs are inputs other than
quoted prices included within Level 1 that are observable for the related asset. Level 3 inputs are
unobservable inputs related to the asset.

The asset’s fair value measurement within the fair value hierarchy is based on the lowest of any input
that is significant to the fair value measurement. The following is a description of the valuation
methodologies used for assets measured at fair value. There have been no changes in the
methodologies used at June 30, 2020.

Fair values for money market funds and equity funds are determined by reference to quoted market
prices and other relevant information generated by market transactions. Fair values for real estate funds
are determined using published net asset values (“NAV”).

Fixed income securities consisting of corporate and foreign bonds are generally valued at the most recent
price of the equivalent quoted yield for such securities, or those of comparable maturity, quality, and type.
Fixed income securities are generally classified within Level 2 of the valuation hierarchy.

The following table sets forth by level, within the fair value hierarchy, the Organization’s assets at fair
value on a recurring basis as of June 30, 2020.

QUOTED PRICES

IN ACTIVE SIGNIFICANT
MARKETS FOR OTHER SIGNIFICANT
IDENTICAL OBSERVABLE UNOBSERVABLE
JUNE 30, ASSETS INPUTS INPUTS
2020 (LEVEL 1) (LEVEL 2) (LEVEL 3)
Investments
Money market funds $ 2446842 $ 2,446,842 $ - 8 -
Fixed income
Corporate issues 23,376,014 - 23,376,014 -
Foreign issues 4,540,220 - 4,540,220 -
Equity
Developed foreign 5,994,723 5,994,723 - -
U.S. equity 24,064,278 24,064,278 - -
U.S. Listed Real Estate 1,123,187 1,123,187 - -
TOTALS $ 61545264 $ 33,629,030 $ 27916234 $ = -
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ST. AMBROSE FINANCIAL SERVICES, INC.
NOTES TO FINANCIAL STATEMENTS - Continued
JUNE 30, 2020

NOTE 8 - Deposits Payable

Deposits Payable consist of monies received from Diocesan organizations for investment in a
cooperative investment program. Interest was determined for the first two quarters of the fiscal year
quarterly based on the 90-day Treasury bill rate (floating rate). For the last two quarters of the fiscal
year, interest rates were determined using the St. Ambrose Financial Services, Inc. Bond Fund Yield as
published in the U.S. Bank Private Wealth Management Review Quarterly Report (floating rate 1.60 to
3.05 percent for year ended June 30, 2020):

Deposits payable $ 39,375,340
Deposits payable to the five largest depositors totaled $8,710,068 as of June 30, 2020.

Deposits payable to the Diocesan organizations are not insured.

NOTE 9 - Workers’ Compensation Dividend Payable/Commitment

The Organization’s Board of Directors approved a workers’ compensation dividend payable to the
Diocesan parishes, schools, and other organizations that they provide insurance services based on
amounts the Organization has received due to overall performance related to workers’ compensation.
$220,000 of the payable was paid during the year ended June 30, 2020, and the remaining $480,000 is
recorded as a payable at June 30, 2020. The Organization intends to pay this remaining liability in equal
installments over the next five years.

NOTE 10 - Contingent Liabilities

Self-Insurance - In 2011, St. Ambrose Financial Services, Inc. was assigned membership by the Diocese
of La Crosse to the Catholic Umbrella Pool Il (“CUP 11"), a self-insurance fund which provides excess
liability coverage for its membership. As of July 1, 2019, membership assignment of the CUP Il was
transferred back to the Diocese of La Crosse and the portion of that membership is reflected as a transfer
on the statement of activities.

The Organization has estimated its liability for health plan self-insurance to be $25,000 as of June 30,
2020 for claims prior to membership changing over to the Diocese of La Crosse.

NOTE 11 - Affiliate Transactions

On March 31, 2011 (and subsequently revised) the Organization entered into a service agreement with
each Parish, the Unified Catholic School Systems, and the Diocese of La Crosse - Administrative Offices
to perform insurance and administrative services.

The revised service agreement with the Diocese of La Crosse - Administrative Offices was effective

July 1, 2019 and was approved by the Board of Directors of the Organization and the Finance Council of
the Diocese of La Crosse. With the revision came changes with respect to the administration of the
insurance and lay retirement plans for the Diocese of La Crosse participants; whereas, management of the
Diocese of La Crosse, with Finance Council approval, was and remains responsible for setting the
insurance premiums and funding for the participants of the health, dental, lay retirement, and property
insurance plans and lay retirement plan and will now bear the obligation to meet any shortfalls of the
programs. The Organization will continue to administer the insurance-related activities for the Diocese of
La Crosse; however, any related expenses that arise from the administration will be reported quarterly and
reimbursed by the Diocese of La Crosse on an annual basis. In instances where revenue exceeds
expenses, those amounts will be remitted by the Organization to the Diocese of La Crosse reported
guarterly and settled on an annual basis which is reflected as a liability as of June 30, 2020 in the amount
of $1,852,734. The Diocese of La Crosse will now also be responsible for establishing a reserve for
potential outstanding insurance claims.

-12 -



ST. AMBROSE FINANCIAL SERVICES, INC.
NOTES TO FINANCIAL STATEMENTS - Continued
JUNE 30, 2020

NOTE 11 - Affiliate Transactions - Continued

The Organization is responsible for invoicing the premiums that are determined by the Diocese of La
Crosse and for collecting the premiums from all plan participants. As a result of these responsibilities,
the Organization retains any finance charge income that results from plan participants not paying the
premiums timely. In addition, due to St. Ambrose Financial Services, Inc. retaining the authority and
responsibility for the collection activities, the amounts due from plan participants as of June 30, 2020 is
reflected in accounts receivable of the Organization.

The Board of Directors of the Organization and the Finance Council of the Diocese of La Crosse agreed

that ownership of any assets and liabilities (aside from the transfer of the CUP Il membership as noted in
Note 10) along with the insurance program net deficit of $2,902,643 and the lay retirement fund deficit of
$982,878 that had accumulated from insurance and lay retirement programs from 2011 to June 30, 2019
will remain with the Organization.

NOTE 12 - Retirement Plan

The Organization is the Plan administrator of the 403(b) Thrift Plan sponsored by the Diocese of

La Crosse and its affiliates that is in place to provide retirement benefits for their employees. The Plan is
funded through a group annuity contract with Mutual of America Life Insurance Company. Employees
are immediately vested in their contributions to the plan and fully vested in employer contributions after
four years of service. The Organization contributes 1 percent of the employee’s base compensation to
those eligible employees who have met age and service requirements regardless of whether or not they
have contributed. The Organization also contributes 2 percent of the employee’s base compensation as
an employer match for those employees who have met all age and service requirements. As of June 30,
2020, the Organization contributed $6,848 to this plan.

NOTE 13 - Economic Conditions

The continued decline and volatility of the equity, credit, and labor markets resulting from the pandemic
could have a significant impact on the value of the Organization’s investments and also its collection of
receivables. These negative impacts are likely to continue into the 2020-2021 fiscal year. The
Organization is closely monitoring its operations, liquidity, and capital resources and is actively working to
minimize the current and future impact of this unprecedented situation. As of the date of issuance of
these financial statements, the full impact on the Organization’s financial position is not known.

NOTE 14 - Subseqguent Events

The Organization has made a conditional commitment to match funds for a renovation project for St.
Joseph the Workman Parish up to $3 million providing the Parish raises $1.5 million. This is a matching
grant that requires the Cathedral to raise funds and deposit to their account at the Organization with the
match to occur upon presentation of project invoices for payment supporting the cost of the renovation as
a withdrawal of funds. There has not been a specific timeline provided as to the period of time this will
take place.
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