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Board of Directors 
San Francisco Ladies’ Protection and Relief Society 
 
 
We are pleased to present this report related to our audit of the financial statements of San Francisco 
Ladies’ Protection and Relief Society  (dba The Heritage or Heritage on the Marina) (the “Society”) as of 
and for the year ended December 31, 2019. This report summarizes certain matters required by 
professional standards to be communicated to you in your oversight responsibility for San Francisco 
Ladies’ Protection and Relief Society’s financial reporting process. 
 
This report is intended solely for the information and use of the Board of Directors and management, 
and is not intended to be, and should not be, used by anyone other than these specified parties. It will 
be our pleasure to respond to any questions you have about this report. We appreciate the opportunity 
to continue to be of service to San Francisco Ladies’ Protection and Relief Society. 
 
 
SQUAR MILNER LLP 

 
San Francisco, California 
April 21, 2020 
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Required Communications 

Generally accepted auditing standards (AU-C 260, The Auditor’s Communication With Those Charged 
With Governance) require the auditor to promote effective two-way communication between the 
auditor and those charged with governance. Consistent with this requirement, the following summarizes 
our responsibilities regarding the financial statement audit as well as observations arising from our audit 
that are significant and relevant to your responsibility to oversee the financial reporting process. 
 

Area  Comments 

Our Responsibilities With 
Regard to the Financial 
Statement Audit 

 Our responsibilities under auditing standards generally accepted in 
the United States of America have been described to you in our 
arrangement letter dated October 15, 2019. Our audit of the 
financial statements does not relieve management or those charged 
with governance of their responsibilities, which are also described in 
that letter. 

Overview of the Planned 
Scope and Timing of the 
Financial Statement Audit 

 We have issued a separate communication dated October 15, 2019 
regarding the planned scope and timing of our audit and identified 
significant risks. 

Accounting Policies and 
Practices 

 Preferability of Accounting Policies and Practices 
Under generally accepted accounting principles, in certain 
circumstances, management may select among alternative 
accounting practices. In our view, in such circumstances, 
management has selected the preferable accounting practice. 

  Adoption of, or Change in, Accounting Policies 
Management has the ultimate responsibility for the appropriateness 
of the accounting policies used by the Society. The Society adopted 
ASU 2016-09, Revenue from Contracts with Customers, and ASU 
2018-08, Clarifying the Scope and Accounting Guidance for 
Contributions Received and Contributions Made, during the year 
ended December 31, 2019. The changes affecting the financial 
statements as a result of the adoption are highlighted in Note 2 to 
the financial statements. 
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Area  Comments 

Accounting Policies and 
Practices (Continued) 

 Significant or Unusual Transactions 
We did not identify any significant or unusual transactions or 
significant accounting policies in controversial or emerging areas for 
which there is a lack of authoritative guidance or consensus. 

Management’s Judgments and Accounting Estimates  
Summary information about the process used by management in 
formulating particularly sensitive accounting estimates and about 
our conclusions regarding the reasonableness of those estimates is 
in the attached Summary of Significant Accounting Estimates. 

Audit Adjustments  Audit adjustments, other than those that are clearly trivial, proposed 
by us and recorded by San Francisco Ladies’ Protection and Relief 
Society are shown in the attached Summary of Recorded Audit 
Adjustments. 

Uncorrected Misstatements  We are not aware of any uncorrected misstatements other than 
misstatements that are clearly trivial. 

Disagreements With 
Management 

 We encountered no disagreements with management over the 
application of significant accounting principles, the basis for 
management’s judgments on any significant matters, the scope of 
the audit, or significant disclosures to be included in the consolidated 
financial statements. 

Consultations With Other 
Accountants 

 We are not aware of any consultations management had with other 
accountants about accounting or auditing matters. 

Significant Issues Discussed 
With Management 

 No significant issues arising from the audit were discussed or the 
subject of correspondence with management. 

Significant Difficulties 
Encountered in Performing 
the Audit 

 We did not encounter any significant difficulties in dealing with 
management during the audit. 

fsf   
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Area  Comments 

Letter Communicating 
Significant Deficiencies and 
Other Recommendations 

 We have separately communicated a significant deficiency in 
internal control over financial reporting and other recommendations 
identified during our audit of the financial statements, and this 
communication is attached as Exhibit A. 

Significant Written 
Communications Between 
Management and Our Firm 

 Copies of significant written communications between our firm and 
the management of the Society are attached as Exhibit B. 
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Summary of Significant Accounting Estimates 

Accounting estimates are an integral part of the preparation of financial statements and are based upon 
management’s current judgment. The process used by management encompasses their knowledge and 
experience about past and current events, and certain assumptions about future events. You may wish 
to monitor throughout the year the process used to determine and record these accounting estimates. 
The following describes the significant accounting estimates reflected in the Society’s December 31, 
2019 financial statements. 
 

Estimate 

 

Accounting Policy 

 
Management’s 

Estimation Process 

 Basis for Our Conclusions 
on Reasonableness of 

Estimate 

Fair value of 
investments 

 Investments in equity 
securities and fixed 
income mutual funds with 
readily determinable fair 
values are carried at fair 
value based on quoted 
prices in active markets. 
Other investments, 
consisting of international 
business trusts, which 
invest primarily in publicly 
traded equity securities, 
are valued at fair value 
using the Net Asset Value 
per Share (NAV). 

 Based on the fair value 
determination provided 
by the custodian and the 
K-1’s for the other 
investments for 
determination of the 
NAV. 

 We reviewed the fair 
value and NAV 
determinations and 
independently evaluated 
fair value conclusions and 
determined that 
management’s process for 
valuing investments is 
reasonable. 

Entrance fees 
recognized as 
revenue or 
deferred 
revenue 

 Deferred entrance 
revenues are recognized 
on a straight line basis 
over the life expectancy of 
the resident based on 
actuarial tables. 

 Management uses 
actuarial tables 
approved by the 
California Department of 
Social Services to 
estimate life 
expectancies for 
residents with 
continuing care 
contracts.  Deferred 
entrance fees are 
recognized as revenue 
on a straight line basis 
over the respective life 
expectancies of the 
residents. 

  We reviewed the 
estimates and determined 
Management’s process 
for calculating the 
estimates is reasonable.  
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Summary of Recorded Audit Adjustments 

Number Date Name Account No Debit Credit

1 12/31/2019 Op Acct. 1020-00 256,061       
12/31/2019 Prepaid-Miscellaneous 1465-00 95,000         
12/31/2019 A/P 2010-00 (256,061)       
12/31/2019 A/P 2010-00 (95,000)         
12/31/2019 A/P 2010-00 20,927         
12/31/2019 Other Income (Exp.) 4900-00 (20,927)         

Client provided: To adjust AP to actual (AJE 1 out of 2)

2 12/31/2019 Unamortized Ent Fee 2500-00 (7,475)           
12/31/2019 Amortized Entry Fees 4040-00 (14,771)         
12/31/2019 Other Income (Exp.) 4900-00 22,246         

To adjust unamortized entrance
fees and amortized entrance fee revenue to
actual at year-end.

22,246         (22,246)         

3 12/31/2019 Mrktable Securities 1200-00 (248,852)       
12/31/2019 Hindes Out & About Fund 1285-00 248,852       

To reclass the Hindes Out and
About Fund.

4 12/31/2019 Unappropriated Funds 3000-00 202,135       
12/31/2019 Tony Lawrence Benevolence Fund 3121-00 1,581            
12/31/2019 Arts Fund-Restricted 3135-00 3,725            
12/31/2019 Gorman Fund 3137-00 8,445            
12/31/2019 Out & About Fund-Restricted 3138-00 (125,302)       
12/31/2019 Grace & Favor Fund 3139-00 (55,652)         
12/31/2019 Technology Fund-Restricted 3141-00 (4,225)           
12/31/2019 Employee Benevolence Fund-Restric3142-00 (30,707)         

To adjust unrestricted net assets
for temporarily restricted net asset activity
during the year.

5 12/31/2019 Medicare AR Allowance SM100 (64,846)         
12/31/2019 Contractual Adj.-Medicare A 4111-00 57,913         
12/31/2019 Contractual Adj-Medicare B 4116-00 3,233            
12/31/2019 Contractual Adj-M/C 4118-00 3,700            

To adjust Medicare for the
required ASC 606 Allowance against
outstanding AR at year-end.
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Summary of Recorded Audit Adjustments (continued) 

Number Date Name Account No Debit Credit

6 12/31/2019 Interest 4200-00 (26,396)         
12/31/2019 Dividends 4250-00 (79,983)         
12/31/2019 Gains on Investments 4300-00 (649,077)       
12/31/2019 Unrealized Gains 4310-00 755,456       

To record K-1 activity during the
year.

7 12/31/2019 F&E Laguna St. 1500-00 2,734            
12/31/2019 Project in Progress-Miscellaneous 1526-00 65,236         
12/31/2019 Const in Progress-Unit Renovations 1527-00 26,341         
12/31/2019 A/P 2010-00 (159,848)       
12/31/2019 Commuter Check Progr 2622-00 2,295            
12/31/2019 Employee Benefits:Admin 5030-10 3,257            
12/31/2019 Employee Benefits:Hskpg 5030-30 851               
12/31/2019 Employee Benefits:HC 5030-40 774               
12/31/2019 Unemployment Expense:General 5050-80 6,010            
12/31/2019 Office Supp, Prntg:Admin 5100-10 1,656            
12/31/2019 Hsehld Repl:Maint 5130-50 596               
12/31/2019 Equip. Maint.:Maint 5200-50 4,940            
12/31/2019 Computers:General 5205-80 7,467            
12/31/2019 Communications:Admin 5450-10 73                  
12/31/2019 Van, Transportation:Maint 5460-50 1,383            
12/31/2019 Legal Fees:Admin 5500-10 4,524            
12/31/2019 Accounting Fees:Admin 5510-10 1,242            
12/31/2019 Security:Maint 5535-50 15,910         
12/31/2019 Marketing:Admin 5540-10 8,172            
12/31/2019 Outside Medical Exp:AL/IL 5550-48 233               
12/31/2019 Activities:Activities 5600-60 2,028            
12/31/2019 Assoc. Dues:Admin 5750-10 425               
12/31/2019 Travel, Confer.:Admin 5920-10 781               
12/31/2019 Holiday Party:Admin 5925-10 2,100            
12/31/2019 Gorman Expense:Funds 7025-91 352               
12/31/2019 O&A Expense:Funds 7027-91 468               

Client provided: To adjust AP to actual (AJE 2 out of 2)
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To Management and the Board of Directors  
San Francisco Ladies’ Protection and Relief Society 
 
In planning and performing our audit of the financial statements of San Francisco Ladies' Protection and 
Relief Society (dba The Heritage or Heritage on the Marina) (the “Society”), as of and for the year ended 
December 31, 2019, in accordance with auditing standards generally accepted in the United States of 
America, we considered the Society’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 opinion on the financial statements, but not for the purpose of expressing an opinion on the 
effectiveness of the Society’s internal control. Accordingly, we do not express an opinion on the 
effectiveness of the Society’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. Therefore, material weaknesses or significant deficiencies may exist that were not 
identified. However, as discussed below, we identified a 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 deficiency in design exists when (a) a control 
necessary to meet the control objective is missing, or (b) an existing control is not properly designed so 
that, even if the control operates as designed, the control objective would not be met. A deficiency in 
operation exists when a properly designed control does not operate as designed or when the person 
performing the control does not possess the necessary authority or competence to perform the control 
effectively. 
 
A material weakness is a deficiency, or a combination of deficiencies, in internal control, such that there 
is a reasonable possibility that a material misstatement of the entity’s financial statements will not be 
prevented, or detected and corrected, on a timely basis.  
 
A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less 
severe than a material weakness, yet important enough to merit attention by those charged with 
governance.  
 
In addition, we noted other matters involving internal control and its operation as described in the 
accompanying memorandum that are opportunities for management and the Board of Directors to 
strengthen the internal control environment.  
 
  



 
 
 
 
 
 

 

Management’s written response to the recommendations in the attached schedule have not been 
subjected to our audit procedures and accordingly, we express no opinion on it. 
 
This communication is intended solely for the information and use of the Board of Directors, management 
and others within the Society and is not intended to be and should not be used by anyone other than 
these specified parties. 
 
SQUAR MILNER LLP 

 
San Francisco, California 
April 21, 2020 
  



 
 
 
 
 
 

 

SIGNIFICANT DEFICIENCY 
 
Monthly Reconciliation of Accounts Payable 
 
The Society did not perform monthly reconciliations of accounts payable (“AP”). As a result, the accounts 
payable balance was not reconciled timely and the AP module did not agree to the trial balance, which 
caused audit delays and adjustments.  
 
Recommendation 
 
We recommend that Society implement a monthly reconciliation process of AP to ensure that the AP 
module agrees to the trial balance and that all outstanding payables are recorded in the correct period.     
 
Management’s Response 
 
The Society’s Controller is working with the staff accountant to implement a monthly accounts payable 
reconciliation process in order to ensure that the AP module agrees with the trial balance.  All balance 
sheet accounts will be reconciled on a quarterly basis and presented to the CEO for review. 
 
 
OTHER COMMENTS AND OBSERVATIONS 
 
Entrance Fee Refund Calculation 
 
The Society incorrectly calculated a refund for one of the residents during 2019.  
 
Recommendation 
 
We recommend that Society implement a review process of the calculation of resident refunds to ensure 
the appropriate amount is being refunded to the residents.  
 
Management’s Response 
 
The Society’s Controller will calculate the refund and either the staff accountant or accounts payable 
accountant will review it, with final presentation to the CEO for approval. 
 
 
 
 
  



 
 
 
 
 
 

 

OTHER COMMENTS AND OBSERVATIONS (continued) 
 
Journal Entries Review 
 
We observed that journal entries are not being approved before being processed.  
 
Recommendation 
 
We recommend that Society implement a secondary review process where all journal entries are reviewed 
by a secondary person. If the Controller prepares a journal entry, we recommend the CEO to review those 
entries.   
 
Management’s Response 
 
Journal entries executed by the staff accountant and accounts payable accountant will be reviewed and 
approved by the Controller.  Journal entries executed by the Controller will be reviewed and approved by 
the CEO. 
 
Payroll Access 
 
We observed that the AP Accountant has the highest level of security for payroll, therefore, allowing him 
to edit hours that have already been approved.  
 
Recommendation 
 
We recommend that as the Society cannot restrict his access (the software does not allow it) they should 
implement a reconciliation process where the approved payroll register gets reconciled against what is 
paid to ensure no changes were made after the payroll register was approved.  
 
Management’s Response 
 
The Controller and CEO will verify payroll journal entries prior to, and after submission to the payroll 
vendor, to verify they are the same. 
 
  



 
 
 
 
 
 

 

OTHER COMMENTS AND OBSERVATIONS (continued) 
 
Employee Files 
 
We observed that the employee files do not include the most recent pay rates.   
 
Recommendation 
 
We recommend that Society keep all updated pay rates within each employee’s file to ensure the proper 
pay rates are being used and are recorded.  
 
Management’s Response 
 
Annual COLA increases are not currently accompanied by an individual Personnel Action Form which is 
filed in each employee’s HR file.  Each department director will be required to complete a form for each 
member of their staff for the annual COLA increase which will then be filed in the individual employee’s 
HR file. 
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