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rehmann

INDEPENDENT AUDITORS' REPORT
September 8, 2025

Board of Trustees
Black River Public School
Holland, Michigan

Report on the Audit of the Financial Statements
Opinions

We have audited the financial statements of the governmental activities, the major fund, and the
aggregate remaining fund information of Black River Public School (the "School"), as of and for the
year ended June 30, 2025, and the related notes to the financial statements, which collectively
comprise the School's basic financial statements as listed in the table of contents.

In our opinion, the accompanying financial statements referred to above present fairly, in all material
respects, the respective financial position of the governmental activities, the major fund, and the
aggregate remaining fund information of the School, as of June 30, 2025, and the respective changes in
financial position thereof and the budgetary comparison for the general fund for the year then ended
in accordance with accounting principles generally accepted in the United States of America.

Basis for Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United States
of America (GAAS) and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Our responsibilities under those
standards are further described in the Independent Auditors' Responsibilities for the Audit of the
Financial Statements section of our report. We are required to be independent of the School and to
meet our other ethical responsibilities, in accordance with the relevant ethical requirements relating to
our audit. We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our audit opinions.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America, and for 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

Wi AL AR INDSPENSN | Y SHBER OF
HLB ) 1HE sLoBaL Apvisory
AND ACCOUNTING NETWORK

error.



In preparing the financial statements, management is required to evaluate whether there are
conditions or events, considered in the aggregate, that raise substantial doubt about the School's
ability to continue as a going concern for twelve months beyond the financial statement date, including
any currently known information that may raise substantial doubt shortly thereafter.

Independent Auditors' Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditors' report
that includes our opinions. Reasonable assurance is a high level of assurance but is not absolute
assurance and therefore is not a guarantee that an audit conducted in accordance with GAAS and
Government Auditing Standards will always detect a material misstatement when it exists. The risk of
not detecting a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control.

Misstatements are considered material if there is a substantial likelihood that, individually or in the
aggregate, they would influence the judgment made by a reasonable user based on the financial
statements.

In performing an audit in accordance with GAAS and Government Auditing Standards, we:
Exercise professional judgment and maintain professional skepticism throughout the audit.

Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, and design and perform audit procedures responsive to those risks. Such
procedures include examining, on a test basis, evidence regarding the amounts and disclosures in
the financial statements.

Obtain an understanding of internal control relevant to the audit 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 School's internal control. Accordingly, no such opinion is
expressed.

Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about the School's ability to continue as a going concern for a
reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audit, significant audit findings, and certain internal
control-related matters that we identified during the audit.



Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
Management's Discussion and Analysis, as listed in the table of contents, be presented to supplement
the basic financial statements. Such information is the responsibility of management and, although not
a part of the basic financial statements, is required by the Governmental Accounting Standards Board
who considers it to be an essential part of financial reporting for placing the basic financial statements
in an appropriate operational, economic, or historical context. We have applied certain limited
procedures to the required supplementary information in accordance with auditing standards generally
accepted in the United States of America, which consisted of inquiries of management about the
methods of preparing the information and comparing the information for consistency with
management's responses to our inquiries, the basic financial statements, and other knowledge we
obtained during our audit of the basic financial statements. We do not express an opinion or provide
any assurance on the information because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.

Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the School's basic financial statements. The combining and individual fund
financial statements and schedules are presented for purposes of additional analysis and are not a
required part of the basic financial statements. Such information is the responsibility of management
and were derived from and relate directly to the underlying accounting and other records used to
prepare the basic financial statements. The information has been subjected to the auditing procedures
applied in the audit of the basic financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other records
used to prepare the basic financial statements or to the basic financial statements themselves, and
other additional procedures in accordance with auditing standards generally accepted in the United
States of America. In our opinion, the combining and individual fund financial statements and schedules
are fairly stated, in all material respects, in relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated September
8, 2025, on our consideration of the School's internal control over financial reporting and on our tests
of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and
other matters. The purpose of that report is solely to describe the scope of our testing of internal
control over financial reporting and compliance and the results of that testing, and not to provide an
opinion on the effectiveness of the School's internal control over financial reporting or on compliance.
That report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering the School's internal control over financial reporting and compliance.
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MANAGEMENT'S DISCUSSION AND ANALYSIS



BLACK RIVER PUBLIC SCHOOL
. Management's Discussion and Analysis

As management of Black River Public School (the "School"), we offer readers of the School's financial statements this
narrative overview and analysis of the financial activities of the School for the fiscal year ended June 30, 2025. We
encourage readers to consider the information presented here in conjunction with the School's financial statements,
which follow this section.

Financial Highlights

Net position increased by $348,571 or 3.2%, during the year ended June 30, 2025.

Overall revenues were $12,728,037 compared to $12,379,466 of expenses.

The School's general fund revenues and other financing sources were $79,147 more than expenditures and
other financing uses.

General fund instruction and supporting services costs, a measure of the cost of day-to-day school operations,
increased by 8.8% to $11,211,388.

Using This Financial Report

This annual financial report consists of a series of financial statements and notes to those statements. These
statements are organized so the reader can understand Black River Public School as a financial whole, an entire
operating entity. The statements then proceed to provide an increasingly detailed look at specific financial activities.

Reporting the School as a Whole

The first two statements are government-wide financial statements that provide both short-term and long-term
information about the School's overall financial status. These are the statement of net position and the statement of
activities, which report the School's net position and changes in net position. These statements use a full accrual
basis of accounting, which is similar to the accounting used by private sector corporations. This basis of accounting
takes into account all of the current year's revenues and expenses, regardless of when cash is received or paid.

Reporting the School's Most Significant Funds

The remaining statements are fund financial statements, which focus on individual parts of the School, reporting the
School's operations in more detail than the government-wide statements.

The governmental fund statements tell how basic services, such as regular and special education, were financed
in the short-term, as well as what remains for future spending.

The fund financial statements are reported on a modified accrual basis of accounting, which measures cash and other
financial assets that can readily be converted to cash. Using this basis of accounting, the fund financial statements
recognize revenues when both measurable and available as more fully described in the notes to the financial
statements. The relationship (or differences) between governmental activities (as reported in the statement of net
position and statement of activities) and governmental funds is reconciled in the financial statements.

The basic financial statements also include notes that explain some of the information in the statements and provide
more detailed data. The statements are followed by a section of supplementary information, which provides
information on nonmajor governmental funds.



BLACK RIVER PUBLIC SCHOOL

. Management's Discussion and Analysis
Reporting the School as a Whole: Government-wide Financial Statements

The government-wide statements report information about the governmental activities of the School as a whole
using accounting methods similar to those used by private-sector companies. The statement of net position includes
all of the School's assets and liabilities, both short- and long-term, regardless of whether they are "currently
available."

The statement of net position provides the perspective of the School as a whole. Black River Public School
experienced an increase in net position of $348,571 (3.2%). The following table shows the condensed statement of
net position compared to prior year.

Net Position
2025 2024

Assets

Current and other assets S 4,129,470 S 4,155,187

Capital assets, net 10,937,651 10,964,320
Total assets 15,067,121 15,119,507
Liabilities

Long-term liabilities 2,889,318 3,285,517

Other liabilities 1,015,575 1,020,333
Total liabilities 3,904,893 4,305,850
Net position

Net investment in capital assets 8,048,333 7,678,803

Restricted 114,139 196,065

Unrestricted 2,999,756 2,938,789
Total net position $ 11,162,228 S 10,813,657




BLACK RIVER PUBLIC SCHOOL

. Management's Discussion and Analysis

The table below presents the revenues and expenses for the current fiscal year compared to prior year for the School

as a whole.
Change in Net Position
2025 2024
Revenues
Program revenues:
Charges for services S 430,446 S 461,917
Operating grants and contributions 2,651,592 2,612,133
General revenues:
Unrestricted school aid 9,562,209 9,061,890
Other 83,790 51,598
Total revenues 12,728,037 12,187,538
Expenses
Instruction 6,718,345 6,272,092
Supporting services 4,248,908 4,106,584
Athletics 294,499 248,921
Food services 495,592 483,263
Community services 1,170 17,771
Interest on long-term debt 93,909 106,009
Depreciation (unallocated) 527,043 555,689
Total expenses 12,379,466 11,790,329
Change in net position 348,571 397,209
Net position, beginning of year 10,813,657 10,416,448
Net position, end of year S 11,162,228 S 10,813,657

As reported in the statement of activities, the cost of all governmental activities was $12,379,466, an increase of
$589,137, or 5.0%, from the prior year. This increase was largely attributable to an increase in staff positions,
facilities, transportation, and technology improvements, as well as inflation. This provided greater opportunities for
new hires and helped to maintain operational requirements.

As shown in the schedule above, total revenues were $12,728,037, an increase of $540,999 from the prior year. This
increase was largely attributable to a one time charter school payment, in relation to the ORS, in the amount of
$358,532 as well as a small increase in the foundation allowance compared to the prior year and various grants.

Reporting the School's Most Significant Funds: Fund Financial Statements

The fund financial statements provide more detailed information about the School's funds, focusing on its most
significant or "major" funds — not the school organization as a whole. Funds are accounting devices the School uses
to keep track of specific sources of funding and spending on particular programs. Some funds are required to be
established by state law, while other funds may be established by the School to help manage money for particular
purposes.



BLACK RIVER PUBLIC SCHOOL

. Management's Discussion and Analysis
The School has one kind of fund:

Governmental Funds. The School's basic instructional and support services are included in governmental funds,
which generally focus on (1) how cash and other financial assets that can readily be converted to cash flow in
and out and (2) the balances left at year-end that are available for spending. Consequently, the governmental
funds statements provide a detailed short-term view that helps to illustrate whether there are more or fewer
financial resources that can be spent in the near future to finance the School's programs. Because this
information does not encompass the additional long-term focus of the government-wide statements, additional
information follows each governmental funds statement to explain the relationship (or reconcile the differences)
between the government-wide statements and governmental funds statements.

The School's governmental funds include the general fund, food service and student/school activity special revenue
funds and a capital projects fund.

The general fund is the chief operating fund of the School. At the end of the current fiscal year, unassigned fund
balance of the general fund was $2,778,789, while the total fund balance was $2,829,491. As a measure of the
general fund's liquidity, it may be useful to compare both unassigned fund balance and total fund balance to total
fund expenditures. Unassigned fund balance and total fund balance represent 23.2% and 23.6%, respectively, of total
general fund expenditures.

The fund balance of the School's general fund increased by $79,147 from the prior year. This is consistent with prior
years with the district not spending all of the amounts budgeted. The staff is very good at keeping an eye on their
budget responsibilities.

General Fund Budgetary Highlights

As required by State law, the Board of Trustees adopted a budget prior to the start of the fiscal year. During the
fiscal year ended June 30, 2025, the School revised the general fund budget twice.

Revenues. The final amended budget for general fund increased by $357,298 (3.0%), which was mainly the
result of higher state aid than originally projected. It should be mentioned that state budget was determined
after the original budget was estimated.

Expenditures. The final amended budget for general fund expenditures was increased from the original budget
by $470,547 (4.0%) due to increase in salaries, operational, and maintenance expense.

Actual expenditures were well under budget in most functional areas. This was not a direct result of any specific
circumstances, but rather a School practice of using a conservative approach to expenditure budgeting using prior
years' history combined with current year expenditure activities.



BLACK RIVER PUBLIC SCHOOL

. Management's Discussion and Analysis
Capital Asset and Debt Administration

Capital Assets. As of June 30, 2025, the School had invested $10,937,651 in capital assets, net of depreciation. The
decrease of $26,669 relates to depreciation expense exceeding current year capital asset additions. The following
schedule presents capital asset balances, net of depreciation, as of the current and prior year ends. The major
additions were replacing the main building roof, the purchase of two buses, and the purchase of staff chromebooks.

Capital Assets
(Net of Depreciation)

2025 2024
Land $ 501,938 S 501,938
Buildings and improvements 10,024,975 10,296,068
Machinery and equipment 295,043 118,169
Vehicles 115,695 48,145
Total capital assets, net S 10,937,651 S 10,964,320

Additional information about the School's capital assets can be found in Note 6.

Long-term Debt. At June 30, 2025, the School had $2,889,318 in outstanding debt. The following table summarizes
long-term debt as of the current and prior year-end dates.

Outstanding Debt
2025 2024

Note payable S 2,889,318 S 3,285,517

Additional information about the School's long-term debt can be found in Note 8.
Economic Factors and Next Year's Budgets and Rates

Many factors were considered by the School's administration during the process of developing the fiscal year 2025-
26 budget. The principal factor was the School's anticipated student enrollment, which drives staffing requirements
and other variable costs. Staffing costs typically represent more than 70 percent of general fund expenditures.

The budget for the year that ends June 30, 2026 was adopted in June 2025. For the 2025-26 fiscal year, there has not
been a foundation allowance increase. As of now, those numbers are still in flux. We are awaiting the fall enrollment
and state budgets to see what the actual enrollments and revenues will be.

Budgeted Student Count
The principal factor that generates operating revenues and expenses is the count of students enrolled and in
attendance at the School on the fall count day in October and spring count day in February. The School's open

enrollment closes on the last Wednesday in February at which time management plans for the size of each grade
during the spring budgeting and strategic planning process.

10



BLACK RIVER PUBLIC SCHOOL

. Management's Discussion and Analysis
Budgeted State School Aid, Foundation Grant
The state foundation grant revenue is determined by multiplying the blended student count by the per-pupil
foundation allowance. Generally, the membership count is computed by adding 90 percent of the fall count to 10
percent of the spring count.
Contacting the School's Financial Management
The School's financial statements are designed to present a general overview of the School's finances for all those
with an interest in the School's finances and to demonstrate the School's accountability for the money it receives. If

you have questions about the report or need additional financial information, contact the School's business office at
Black River Public School, 491 Columbia Avenue, Holland, Ml 49423-4838.

11
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BLACK RIVER PUBLIC SCHOOL

[ statement of Net Position
June 30, 2025

Assets
Cash and cash equivalents
Receivables, net
Capital assets:
Not being depreciated
Being depreciated, net

Total assets

Liabilities
Accounts payable and accrued liabilities
Unearned revenue
Long-term debt:
Due within one year
Due in more than one year

Total liabilities

Net position
Net investment in capital assets
Restricted for memorial funds
Restricted for food service
Unrestricted

Total net position

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

Governmental
Activities

S 2,160,456
1,969,014

501,938
10,435,713

15,067,121

1,009,600
5,975

408,378
2,480,940

3,904,893

8,048,333
50,702
63,437

2,999,756

$ 11,162,228




BLACK RIVER PUBLIC SCHOOL

[ statement of Activities
For the Year Ended June 30, 2025

Program Revenues

Operating Net
Charges Grants and (Expenses)

Functions / Programs Expenses for Services Contributions Revenues
Governmental activities

Instruction S 6,718,345 S 148,786 S 2,183,046 S (4,386,513)

Supporting services 4,248,908 - 340,433 (3,908,475)

Athletics 294,499 - - (294,499)

Food services 495,592 281,660 128,113 (85,819)

Community services 1,170 - - (1,170)

Interest on long-term debt 93,909 - - (93,909)

Depreciation (unallocated) 527,043 - - (527,043)
Total governmental activities S 12,379,466 S 430,446 S 2,651,592 (9,297,428)
General revenues

School aid, unrestricted 9,562,209

Contributions from private sources,

unrestricted 8,755

Miscellaneous general revenues 56,433

Unrestricted investment earnings 18,602
Total general revenues 9,645,999
Change in net position 348,571
Net position, beginning of year 10,813,657
Net position, end of year S 11,162,228

The accompanying notes are an integral part of these basic financial statements.
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BLACK RIVER PUBLIC SCHOOL

[ Balance Sheet
Governmental Funds

June 30, 2025

Assets
Cash and cash equivalents
Due from other funds
Due from other governments

Total assets

Liabilities
Accounts payable
Due to other funds
Due to other governments
Accrued contracted staffing costs
Unearned revenue

Total liabilities

Fund balances
Restricted
Committed
Assigned
Unassigned

Total fund balances

Total liabilities and fund balances

Nonmajor Total
General Governmental Governmental
Fund Funds Funds
S 1,832,250 S 328,206 S 2,160,456
19,425 29,349 48,774
1,961,085 7,929 1,969,014
S 3,812,760 S 365,484 S 4,178,244
S 13,558 S - S 13,558
29,349 19,425 48,774
50,012 - 50,012
890,350 - 890,350
- 5,975 5,975
983,269 25,400 1,008,669
50,702 63,437 114,139
- 263,503 263,503
- 13,144 13,144
2,778,789 - 2,778,789
2,829,491 340,084 3,169,575
S 3,812,760 S 365,484 S 4,178,244

The accompanying notes are an integral part of these basic financial statements.
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BLACK RIVER PUBLIC SCHOOL

I Reconciliation
Fund Balances of Governmental Funds

to Net Position of Governmental Activities
June 30, 2025

Fund balances - total governmental funds

Amounts reported for governmental activities in the statement of net position are

different because:

Capital assets used in governmental activities are not financial resources,
and therefore are not reported in the funds.
Capital assets not being depreciated
Capital assets being depreciated, net

Certain liabilities, such as notes payable, are not due and payable in the
current period and therefore are not reported in the funds.

Note payable
Accrued contracted staff compensated absences

Accrued interest

Net position of governmental activities

The accompanying notes are an integral part of these basic financial statements.
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3,169,575

501,938
10,435,713

(2,889,318)
(54,000)
(1,680)

$ 11,162,228




BLACK RIVER PUBLIC SCHOOL

[ statement of Revenues, Expenditures and Change in Fund Balances

Governmental Funds
For the Year Ended June 30, 2025

Revenues
Local sources
Intermediate sources
State sources
Federal sources

Total revenues

Expenditures
Instruction
Supporting services
Athletics
Food services
Community services
Debt service:
Principal
Interest and fiscal charges

Total expenditures
Net change in fund balances
Fund balances, beginning of year

Fund balances, end of year

Nonmajor Total
Governmental Governmental
Funds Funds
S 241,851 S 1,496,026
- 29,200
10,338,426 281,531 10,619,957
128,113 582,854
12,076,542 651,495 12,728,037
- 6,711,393
249,287 4,749,282
- 294,499
495,592 495,592
- 1,170
- 396,199
- 94,139
11,997,395 744,879 12,742,274
(93,384) (14,237)
433,468 3,183,812
S 340,084 S 3,169,575

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



BLACK RIVER PUBLIC SCHOOL

I Reconciliation
Net Change in Fund Balances of Governmental Funds
to Change in Net Position of Governmental Activities
For the Year Ended June 30, 2025

Net change in fund balances - total governmental funds

Amounts reported for governmental activities in the statement of activities are
different because:

Governmental funds report capital outlays as expenditures. However, in the
statement of activities, the cost of those assets is allocated over their
estimated useful lives and reported as depreciation expense.

Capital assets purchased/constructed
Depreciation expense

Debt proceeds provide current financial resources to governmental funds in the period
issued, but issuing debt increases long-term liabilities in the statement of net
position. Repayment of principal is an expenditure in the governmental funds,
but a reduction in long-term liabilities on the statement of net position.

Principal payments on note payable

Some expenses reported in the statement of activities do not require the use of current
financial resources and therefore are not reported as expenditures in the funds.
Change in accrued contracted staff compensated absences

Change in accrued interest

Change in net position of governmental activities

The accompanying notes are an integral part of these basic financial statements.
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(14,237)

500,374
(527,043)

396,199

(6,952)
230

S

348,571




BLACK RIVER PUBLIC SCHOOL

. Statement of Revenues, Expenditures and Change in Fund Balances
Budget and Actual - General Fund
For the Year Ended June 30, 2025

Revenues
Local sources
Intermediate sources
State sources
Federal sources

Total revenues

Expenditures
Instruction
Supporting services
Athletics
Community services
Debt service:
Principal
Interest and fiscal charges
Capital outlay

Total expenditures
Revenues over (under) expenditures
Other financing sources (uses)
Insurance recoveries
Transfers out
Total other financing sources (uses)
Net change in fund balances

Fund balances, beginning of year

Fund balances, end of year

Variance
Original Final from Final
Budget Budget Actual Budget
S 1,181,778 S 1,291,835 § 1,254,175 (37,660)
16,000 28,200 29,200 1,000
10,015,672 10,357,462 10,338,426 (19,036)
531,562 424,813 454,741 29,928
11,745,012 12,102,310 12,076,542 (25,768)
6,592,821 6,833,182 6,711,393 (121,789)
4,279,919 4,489,252 4,499,995 10,743
259,600 290,728 294,499 3,771
19,785 9,510 1,170 (8,340)
396,199 396,199 396,199 -
94,139 94,139 94,139 -
1,300 1,300 - (1,300)
11,643,763 12,114,310 11,997,395 (116,915)
101,249 (12,001) 79,147 91,148
1,000 1,000 - (1,000)
(3,000) (3,000) - (3,000)
(2,000) (2,000) - (2,000)
99,249 (14,001) 79,147 93,148
2,750,344 2,750,344 2,750,344 -
S 2,849,593 S 2,736,343 S 2,829,491 93,148

The accompanying notes are an integral part of these basic financial statements.
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BLACK RIVER PUBLIC SCHOOL

[ Notes to Financial Statements

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A summary of the significant accounting policies of Black River Public School (the "School") consistently
applied in the preparation of the accompanying financial statements follows.

Black River Public School, Holland, Michigan, is a not-for-profit Michigan public school academy, which
provides education to children in grades K-12 from the surrounding community. Black River Public School
operates under a charter approved by the Board of Trustees of Grand Valley State University, which is
responsible for oversight of the School's operations.

The School is governed by a nine-member Board of Trustees. Effective January 1, 2017, the School
approved a contract with a third-party management company under the name of Black Pearl Educational
Services, LLC for human resource services.

The Reporting Entity

As required by generally accepted accounting principles, these financial statements present the reporting
entity of Black River Public School. The criteria identified in GAAP, including financial accountability, have
been utilized when identifying the School reporting entity which includes no component units.

Government-wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net position and the statement of
activities) report information on all of the nonfiduciary activities of the primary government. For the most
part, the effect of interfund activity has been removed from these statements. Governmental activities,
which normally are supported by taxes and intergovernmental revenues, are reported separately from
business-type activities, which rely to a significant extent on fees and charges for support. The School had
no business-type activities during the year ended June 30, 2025.

The statement of activities demonstrates the degree to which the direct expenses of a given function or
segment are offset by program revenues. Direct expenses are those that are clearly identifiable with a
specific function or segment. Program revenues include 1) charges to customers or applicants who
purchase, use, or directly benefit from goods, services, or privileges provided by a given function or
segment and 2) grants and contributions that are restricted to meeting the operational or capital
requirements of a particular function or segment. Unrestricted school aid and other items not properly
included among program revenues are reported instead as general revenues.

Major individual governmental funds are reported as separate columns in the fund financial statements.

22



BLACK RIVER PUBLIC SCHOOL

[ Notes to Financial Statements
Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The government-wide financial statements (reporting the School as a whole) are reported using the
economic resources measurement focus and the accrual basis of accounting. Revenues are recorded
when earned and expenses are recorded when a liability is incurred, regardless of the timing of related
cash flows. State school aid is recognized as revenue in the fiscal year of the school year for which it is
apportioned. Grants and similar items are recognized as revenue as soon as all eligibility requirements
imposed by the provider have been met.

Governmental fund financial statements (reporting the School's major funds) are reported using the
current financial resources measurement focus and the modified accrual basis of accounting. Revenues
are recognized as soon as they are both measurable and available. Revenues are considered to be
available when they are collectible within the current period or soon enough thereafter to pay liabilities of
the current period. For this purpose, the School considers revenues to be available if they are collected
within 60 days of the end of the current fiscal period or one year for reimbursement-based grants.
Expenditures generally are recorded when a liability is incurred, as under accrual accounting. However,
debt service expenditures, as well as expenditures related to claims and judgments, are recorded only
when payment is due.

State school aid, expenditure-driven grant revenue, pledge revenue, and interest associated with the
current fiscal period are all considered to be susceptible to accrual and have been recognized as revenues
of the current fiscal period. All other revenue items are considered to be measurable and available only
when cash is received by the School.

Governmental Funds

Governmental funds are those funds through which most school district functions are typically financed.
The acquisition, use and balances of the School's expendable financial resources and the related current
liabilities are accounted for through governmental funds. The School reports the following major
governmental fund:

The general fund is the School's primary operating fund and is used to record the general operations of
the School pertaining to education. It accounts for all financial resources not accounted for and
reported in another fund.

Additionally, the School reports the following fund types:

The special revenue funds are used to account for and report the proceeds of specific revenue sources
that are restricted or committed to expenditure for specified purposes other than debt service or
capital projects. The School maintains two special revenue funds to account for 1) food service
operations and 2) student/school activities.

The capital projects fund is used to account for and report financial resources that are restricted,
committed, or assigned to expenditure for capital outlays, including the acquisition or construction of
capital facilities and other capital assets.
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Amounts reported as program revenues include 1) charges to customers or applicants for goods, services,
or privileges provided, 2) operating grants and contributions, and 3) capital grants and contributions.
Internally dedicated resources are reported as general revenues rather than as program revenues.

Likewise, general revenues include all unrestricted state aid, unrestricted grants and interest income.

When both restricted and unrestricted resources are available for use, it is the School's policy to use
restricted resources first, then unrestricted resources as they are needed.

The effect of interfund activity has been eliminated from the government-wide financial statements.
Budgets and Budgetary Accounting

Annual budgets are adopted on a basis consistent with generally accepted accounting principles (GAAP) for
general and special revenue funds as required by the State of Michigan Uniform Budgeting and Accounting
Act, as amended by Public Act 621 of 1978 ("Public Act 621"). The School follows these procedures in

establishing the budgetary data reflected in the financial statements:

1. Prior to June 30, the Business Manager submits to the Board a proposed operating budget for the fiscal
year commencing the following July 1.

2. A public hearing is conducted to obtain public comments.
3. The budget is legally enacted through passage of a resolution.

4. Formal budgetary integration is employed as a management control device during the year for the
general and special revenue funds.

5. Adoption and amendments of all budgets used by the School are governed by Public Act 621, which
was followed for the year ended June 30, 2025. Expenditures may not exceed appropriations at the
function code level. The appropriations resolutions are based on the projected expenditures budget
developed by the Business Manager. Any revisions that alter the total expenditures of any fund must
be approved by the School Board of Trustees.

Assets, Liabilities and Equity

Deposits and Investments

The School considers cash on hand, demand deposits and short-term investments with an original maturity
of three months or less when purchased to be cash and cash equivalents.

Receivables
The School follows the practice of recording as receivables revenues that have been earned but not yet

received. Receivables consists primarily of amounts due from other governments, namely the State of
Michigan for school aid.
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Capital Assets

Capital assets, which include property and equipment, are reported in the governmental activities column
in the government-wide financial statements. Capital assets are defined by the School as assets with an
initial, individual cost of more than $5,000 and an estimated useful life in excess of one year. Such assets
are recorded at historical cost or estimated historical cost if purchased or constructed. Donated capital
assets are recorded at estimated acquisition cost at the date of donation.

The costs of normal maintenance and repairs that do not add to the value of the asset or materially extend
assets lives are not capitalized.

Major outlays for capital assets and improvements are capitalized as projects are constructed. Capital
assets of the primary government are depreciated using the straight-line method over the following
estimated useful lives:

Assets Years
Buildings and improvements 7-50
Machinery and equipment 10-20
Vehicles 5-8

Accrued Contracted Staffing Costs

A liability is recorded at June 30 for amounts owed to the School's contracted staffing company, for those
amounts owed by the staffing company to teachers and other staff members who do not work during the
summer but are contracted to have their salaries paid over a twelve-month period. This has the effect of
properly charging these contracted staffing costs to expenditures in the fiscal year in which the services are
received, even though they are not paid until July and August of the following fiscal year.

The School has also recorded accrued contracted staffing costs for amounts to be reimbursed to the
staffing company after June 30, 2025, for the post-year-end cost to the staffing company of funding FICA,
compensated absences costs (i.e., earned but unused paid time off), as well as retirement plan funding,
related to the services of School staff during the school year and fiscal year ended June 30, 2025.

Unearned Revenue

Unearned revenue is comprised of amounts received prior to the delivery of goods/service or expenditure
on allowable costs.

Long-term Obligations
In the government-wide financial statements, long-term obligations are reported as liabilities in the

governmental activities statement of net position. Where applicable, premiums and discounts are
capitalized and amortized over the life of the bonds using the straight-line method.
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In the fund financial statements, governmental fund types recognize debt premiums and discounts during
the current period. The face amount of debt issued is reported as other financing sources. Premiums
received on debt issuances are reported as other financing sources while discounts on debt issuances are
reported as other financing uses.

Foundation Revenue

The State of Michigan adopted a foundation grant approach, which provides for a specific annual amount
of revenue per student based on a state-wide formula. The foundation is funded from state sources.
Revenues from state sources are primarily governed by Michigan's State School Aid Act (Public Act 94 of
1979, as amended) and the Revised School Code (Public Act 451 of 1976, as amended). The Michigan
Department of Education administers the allocation of state funds to public schools based on information
supplied by the schools.

The state portion of the foundation is provided primarily by a state education property tax millage of 6
mills and an allocated portion of state sales and other taxes. The local portion of the foundation is funded
primarily by non-homestead property taxes, which may be levied at a rate of up to 18 mills. As a public
school academy, the School is not eligible to receive any portion of local non-homestead property taxes.
The State revenue is recognized during the foundation period (currently the fiscal year).

Fund Equity/Net Position

Governmental funds report nonspendable fund balance for amounts that cannot be spent because they
are either (a) not in spendable form or (b) legally or contractually required to be maintained intact.
Restricted fund balance is reported when externally imposed constraints are placed on the use of
resources by grantors, contributors, or laws or regulations of other governments. Committed fund balance
is reported for amounts that can only be used for specific purposes pursuant to constraints imposed by
formal action of the government's highest level of decision-making authority, the Board of Trustees. A
formal resolution of the Board of Trustees is required to establish, modify, or rescind a fund balance
commitment. The School reports assigned fund balance for amounts that are constrained by the School's
intent to be used for specific purposes, but are neither restricted nor committed. The Board of Trustees is
permitted to assign fund balance and this authority has not been delegated. Unassigned fund balance is
the residual classification for the general fund.

When the School incurs an expenditure for purposes for which various fund balance classifications can be
used, it is the School's policy to use restricted fund balance first, then committed fund balance, assigned

fund balance, and finally unassigned fund balance.

Restricted net position represents amounts which are legally restricted by outside parties or enabling
legislation.
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Use of Estimates
The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect certain reported amounts and
disclosures. Accordingly, actual results could differ from those estimates.

2. STATE OF MICHIGAN SCHOOL AID

The School reports State of Michigan school aid in the fiscal year in which the School is entitled to the
revenue as provided by appropriations from the State legislature pursuant to the State School Aid Act.
State funding provided 86% of general fund revenue to the School during the 2025 fiscal year.

3. EXCESS OF EXPENDITURES OVER APPROPRIATIONS IN BUDGETARY FUNDS

During the year ended June 30, 2025, the School incurred expenditures in certain budgetary funds which
were in excess of the amounts appropriated, as follows:

Total Amount of Budget
Appropriations  Expenditures Variance
General fund
Instruction:
Special education S 876,897 S 901,430 S 24,533
Compensatory education 533,080 688,545 155,465
Supporting Services:
Instructional staff 175,785 198,046 22,261
Charter agency oversight 275,800 300,303 24,503
General administration 326,900 331,128 4,228
School administration 970,048 1,023,718 53,670
Support services business 351,500 371,984 20,484
Technology 233,005 238,775 5,770
Athletics 290,728 294,499 3,771

4. CASH AND INVESTMENTS

The captions on the financial statements relating to cash and investments are as follows:

Governmental
Activities
Cash and cash equivalents S 2,160,456
Cash and investments are comprised of the following at year-end:
Checking and savings accounts S 2,160,456
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Statutory Authority
Michigan law authorizes the School to deposit and invest in:

a. Bonds, bills, or notes of the United States; obligations, the principal and interest of which are fully
guaranteed by the United States; or obligations of the State. In a primary or fourth class school district,
the bonds, bills or notes shall be payable at the option of the holder upon not more than 90 days notice
or, if not so payable, shall have maturity dates not more than 5 years after the purchase dates.

b. Certificates of deposits issued by a State or national bank, savings accounts of a state or federal savings
and loan association, or certificates of deposit or share certificates of a state or federal credit union
organized and authorized to operate in this State.

¢. Commercial paper rated prime at the time of purchase and maturing not more than 270 days after the
date of purchase.

d. Securities issued or guaranteed by agencies or instrumentalities of the United States, United States
government or federal agency obligation repurchase agreements, and bankers' acceptance issued by a
bank that is a member of the federal deposit insurance corporation.

e. Mutual funds composed entirely of investment vehicles that are legal for direct investment by a school
district.

f. Investment pools, as authorized by the surplus funds investment pool act, composed entirely of
instruments that are legal for direct investment by a school district.

The School's investment policy allows for all of these types of investments.

Deposits are in several financial institutions located in Michigan. State policy limits the School's investing
options to financial institutions located in Michigan. All accounts are in the name of the School and a
specific fund.

Deposit Risk

Custodial Credit Risk — Deposits. Custodial credit risk is the risk that in the event of a bank failure, the
School's deposits may not be returned. The School has not adopted and state law does not require a

policy for deposit custodial credit risk. As of year-end, $1,828,467 of the School's bank balance of
$2,291,733 was exposed to custodial credit risk because it was uninsured and uncollateralized.
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5. RECEIVABLES AND PAYABLES

Receivables in the government-wide financial statements at year-end are as follows:

Governmental
Activities

Due from other governments S 1,969,014

Accounts payable and accrued liabilities in the government-wide financial statements at year-end are as

follows:
Governmental
Activities

Accounts payable S 13,558
Due to other governments 50,012
Accrued contracted staffing costs 944,350
Interest payable on note payable 1,680
Totals S 1,009,600
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6. CAPITAL ASSETS

Capital asset activity for the year ended June 30, 2025, was as follows:

Beginning Ending
Balance Additions Disposals Transfers Balance
Governmental activities
Capital assets, not being
depreciated:
Land S 501,938 - S - S - S 501,938
Capital assets, being depreciated:
Buildings and
improvements 18,968,729 199,916 - - 19,168,645
Machinery and equipment 503,224 212,458 - - 715,682
Vehicles 204,991 88,000 - - 292,991
19,676,944 500,374 - - 20,177,318
Less accumulated depreciation for:
Buildings and improvements
improvements (8,672,661) (471,009) - - (9,143,670)
Machinery and equipment (385,055) (35,584) - - (420,639)
Vehicles (156,846) (20,450) - - (177,296)
(9,214,562) (527,043) - - (9,741,605)
Total capital assets
being depreciated, net 10,462,382 (26,669) - - 10,435,713
Governmental activities
capital assets, net S 10,964,320 S (26,669) S - S - $§ 10,937,651

Depreciation expense of $527,043 is reported as unallocated in the statement of activities.

7. TRANSFERS AND INTERFUND BALANCES

The composition of interfund balances as of June 30, 2025, was as follows:

General fund
Nonmajor governmental funds

Total

Due from Due to
Fund Fund
S 19,425 S 29,349
29,349 19,425
S 48,774 S 48,774
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Interfund balances result from timing between the payment of goods and services by one fund and cash
reimbursement from the fund incurring the cost.

8. LONG-TERM DEBT

The following is a summary of long-term debt transactions of the School for the year ended June 30, 2025:

Beginning Ending Due Within
Balance Additions Deductions Balance One Year
Direct borrowings and
direct placements:
Note payable S 3,285,517 S - S (396,199) S 2,889,318 S 408,378
Ending Due Within
Balance One Year

Note payable
$4,225,000 2022 note payable due in monthly installments

of $40,861, including interest at 2.99%, maturing in

December 2031. The note is collateralized by a first

real estate mortgage and assignment of rents on

certain properties as described in the note agreement. S 2,889,318 S 408,378

Following is a summary of future principal maturities and interest requirements:

Year Ended
June 30 Principal Interest
2026 S 408,378 S 81,959
2027 420,932 69,406
2028 433,723 56,634
2029 447,204 43,133
2030 460,950 29,386
2031-2032 718,131 64,123

S 2889318 S 344,641
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9.

10.

11.

RISK MANAGEMENT

The School is exposed to various risks of loss related to torts; theft of, damage to, and destruction of
assets; errors and omissions; injuries to employees; and natural disasters.

The School carries commercial insurance for all the above mentioned types of risks of loss including
general liability, property damage, workers' compensation, and medical benefits provided to employees.
Settled claims have not exceeded the commercial coverage in any of the three prior years.

CONTINGENCIES
Federal Grant Programs

The School participates in federally-assisted grant programs, which are subject to program compliance
audits by the grantor or its representatives. Such audits of these programs may be performed at some
future date. The amount, if any, of expenditures which may be disallowed by the granting agencies cannot
be determined at this time, although the School does not expect such amounts, if any, to be material.

CHARTER AGENCY OVERSIGHT FEES
Pursuant to the charter contract between Grand Valley State University (the "Authorizer") and the School,
the School pays the Authorizer an administrative oversight fee equal to 3% of the State School Aid

foundation grant received by the School. For the year ended June 30, 2025, such fees amounted to
$300,303.
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12. FUND BALANCES - GOVERNMENTAL FUNDS
The School classifies fund balances based primarily on the extent to which it is bound to observe

constraints imposed upon the use of the resources reported in governmental funds. Detailed information
on fund balances of governmental funds is as follows:

Nonmajor
General Governmental
Fund Funds Total

Restricted

Memorial funds S 50,702 §$ - S 50,702

Food service program - 63,437 63,437

50,702 63,437 114,139

Committed

Student/school activities - 263,503 263,503
Assigned

Capital improvements - 13,144 13,144
Unassigned 2,778,789 - 2,778,789
Total fund balances -

governmental funds S 2,829,491 S 340,084 S 3,169,575

13. NET INVESTMENT IN CAPITAL ASSETS

The composition of the net investment in capital assets as of June 30, 2025, was as follows:

Governmental
Activities

Capital assets:
Capital assets not being depreciated S 501,938
Capital assets being depreciated, net 10,435,713
10,937,651

Related debt:
Note payable 2,889,318
Net investment in capital assets S 8,048,333
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Budget and Actual - General Fund
For the Year Ended June 30, 2025

Variance
Original Final from Final
Budget Budget Actual Budget
Revenues
Local sources $ 1,181,778 1,291,835 1,254,175 (37,660)
Intermediate sources 16,000 28,200 29,200 1,000
State sources 10,015,672 10,357,462 10,338,426 (19,036)
Federal sources 531,562 424,813 454,741 29,928
Total revenues 11,745,012 12,102,310 12,076,542 (25,768)
Expenditures
Instruction:
Elementary 2,017,652 1,968,340 1,773,633 (194,707)
Middle School 1,341,725 1,409,390 1,365,053 (44,337)
High School 1,996,525 2,045,475 1,982,732 (62,743)
Special education 934,764 876,897 901,430 24,533
Compensatory education 302,155 533,080 688,545 155,465
Total instruction 6,592,821 6,833,182 6,711,393 (121,789)
Supporting services:
Pupil services 787,530 848,384 804,887 (43,497)
Instructional staff 195,850 175,785 198,046 22,261
Charter agency oversight 280,800 275,800 300,303 24,503
General administration 330,750 326,900 331,128 4,228
School administration 998,300 970,048 1,023,718 53,670
Support services business 279,879 351,500 371,984 20,484
Operation and maintenance 1,113,180 1,133,030 1,076,435 (56,595)
Pupil transportation services 117,750 174,800 154,719 (20,081)
Technology 175,380 233,005 238,775 5,770
Total supporting services 4,279,919 4,489,252 4,499,995 10,743
Athletics 259,600 290,728 294,499 3,771
Community services 19,785 9,510 1,170 (8,340)
continued...
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Budget and Actual - General Fund
For the Year Ended June 30, 2025

Expenditures (continued)
Debt service:
Principal S
Interest and fiscal charges

Total debt service

Capital outlay

Total expenditures

Revenues over (under) expenditures

Other financing sources (uses)
Insurance recoveries
Transfers out

Total other financing sources (uses)

Net change in fund balances

Fund balances, beginning of year

Fund balances, end of year S

Variance
Original Final from Final
Budget Budget Actual Budget
396,199 S 396,199 S 396,199 -
94,139 94,139 94,139 -
490,338 490,338 490,338 -
1,300 1,300 - (1,300)
11,643,763 12,114,310 11,997,395 (116,915)
101,249 (12,001) 79,147 91,148
1,000 1,000 - (1,000)
(3,000) (3,000) - (3,000)
(2,000) (2,000) - (2,000)
99,249 (14,001) 79,147 93,148
2,750,344 2,750,344 2,750,344 -
2,849,593 S 2,736,343 S 2,829,491 93,148
concluded
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Nonmajor Governmental Funds
June 30, 2025

Special
Revenue
Food Student/School Capital
Service Activity Projects Total
Assets
Cash and cash equivalents S 51,559 S 263,503 § 13,144 S 328,206
Due from other funds 29,349 - - 29,349
Due from other governments 7,929 - - 7,929
Total assets S 88,837 S 263,503 $ 13,144 S 365,484
Liabilities
Due to other funds S 19,425 § - S - S 19,425
Unearned revenue 5,975 - - 5,975
Total liabilities 25,400 - - 25,400
Fund balances
Restricted 63,437 - - 63,437
Committed - 263,503 - 263,503
Assigned - - 13,144 13,144
Total fund balances 63,437 263,503 13,144 340,084
Total liabilities and fund balances S 88,837 S 263,503 $ 13,144 S 365,484
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Nonmajor Governmental Funds
For the Year Ended June 30, 2025

Special
Revenue
Food Student/School Capital
Service Activity Projects Total
Revenues
Local sources S 1,408 S 240,424 S 19 S 241,851
State sources 281,531 - - 281,531
Federal sources 128,113 - - 128,113
Total revenues 411,052 240,424 19 651,495
Expenditures
Supporting services - 249,287 - 249,287
Food services 495,592 - - 495,592
Total expenditures 495,592 249,287 - 744,879
Net change in fund balances (84,540) (8,863) 19 (93,384)
Fund balances, beginning of year 147,977 272,366 13,125 433,468
Fund balances, end of year S 63,437 S 263,503 § 13,144 S 340,084
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INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

September 8, 2025

Board of Trustees
Black River Public School
Holland, Michigan

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, the financial statements of the governmental
activities, the major fund, and the aggregate remaining fund information of Black River Public School
(the "School"), as of and for the year ended June 30, 2025, and the related notes to the financial
statements, which collectively comprise the School's basic financial statements, and have issued our
report thereon dated September 8, 2025.

Report on Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the School'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 School's
internal control. Accordingly, we do not express an opinion on the effectiveness of the School's internal
control.

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 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.

Wi AL AR INDSPENSN | Y SHBER OF
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Our consideration of internal control was for the limited purpose described in the first paragraph of this
section 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 have not been identified. Given these limitations, during our audit we did not identify
any deficiencies in internal control that we consider to be material weaknesses. We did identify certain
deficiencies in internal control over financial reporting, described in the accompanying schedule of
findings and responses as items 2025-001 and -002 that we consider to be significant deficiencies.

Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether the School's financial statements are free
from material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and
material effect on the financial statements. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The
results of our tests disclosed no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.

Black River Public School's Response to Findings

Government Auditing Standards requires the auditor to perform limited procedures on the School's
responses to the findings identified in our audit and described in the accompanying schedule of findings
and responses. The School's responses were not subjected to the auditing procedures applied in the
audit of the financial statements and, accordingly, we express no opinion on them.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
School's internal control or on compliance. This report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the entity's internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.
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2025-001 - Segregation of Incompatible Duties (repeat finding)
Finding Type: Significant Deficiency in Internal Controls over Financial Reporting

Criteria. Management is responsible for establishing and maintaining effective internal control over financial
reporting and the safeguarding of the School's assets. In establishing appropriate internal controls, careful
consideration must be given to the cost of a particular control and the related benefits to be received.
Accordingly, management must make the difficult decision of what degree of risk it is willing to accept, given the
School's unique circumstances. ldeally, no single individual should ever be able to authorize a transaction, record
the transaction in the accounting records, and maintain custody of the assets resulting from the transaction.
Effectively, proper segregation of duties is intended to prevent an individual from committing an act of fraud or
abuse and being able to conceal it.

Condition. As is the case with entities of similar size, the School either lacks a sufficient number of accounting
personnel, did not properly delegate responsibilities in order to ensure a complete segregation of duties within
its accounting function, or did not maintain documentation to support that appropriate reviews and approvals
were taking place. Specifically, we noted the School did not have a documented review in all instances for
journal entries.

Cause. This condition was the result of limited staff in the accounting department, and a lack of maintaining
proper supporting documentation to evidence segregation of duties.

Effect. As a result of this condition, the School is exposed to an increased risk that misstatements or
misappropriations might occur and not be detected by management on a timely basis.

Recommendation. While there are no easy answers to the challenge of balancing the costs and benefits of
internal control and segregation of duties, we would nevertheless encourage management to actively seek ways
to further strengthen its internal control structure by requiring as much independent review, reconciliation and
approval of accounting functions by qualified members of management as possible, and that the reviews be
evidenced in writing.

View of Responsible Officials. Management concurs with the finding. For fiscal year 2025-26, we will make sure
that all journal entries are reviewed and approved.
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2025-002 - Audit Adjustments (repeat finding)
Finding Type: Significant Deficiency in Internal Controls over Financial Reporting

Criteria. Management is responsible for maintaining its accounting records in accordance with generally
accepted accounting principles (GAAP).

Condition. We identified and proposed audit adjustments to various audit areas during the course of the audit,
including cash, receivables, payables, and internal balances.

Cause. This condition was the result of internal controls not detecting all adjustments necessary to properly
state year-end balances.

Effect. As a result of this condition, the School's accounting records were initially misstated by amounts
significant to the financial statements.

Recommendation. Management has already taken appropriate corrective action by posting correcting journal
entries. However, we recommend that the School prepare, review, and reconcile all year-end balances as well as
the schedules that are used in financial reporting prior to audit fieldwork.

View of Responsible Officials. Management concurs with the finding. The Business Office was behind this year
due to staff vacancy and turnover. For fiscal year 2025-26, with a full staff, the year-end balances and schedules

will be prepared in a timely manner for the audit.
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EMPOWER YOUR PURPOSE*

INDEPENDENT AUDITORS' COMMUNICATION WITH THOSE CHARGED WITH GOVERNANCE
September 8, 2025

Board of Trustees
Black River Public School
Holland, Michigan

We have audited the financial statements of the governmental activities, the major fund, and the
aggregate remaining fund information of Black River Public School (the "School") as of and for the year
ended June 30, 2025, and have issued our report thereon dated September 8, 2025. Professional
standards require that we advise you of the following matters relating to our audit.

Our Responsibility in Relation to the Financial Statement Audit

As communicated in our engagement letter dated August 7, 2025, our responsibility, as described by
professional standards, is to form and express opinions about whether the financial statements that
have been prepared by management with your oversight are fairly presented, in all material respects, in
conformity with accounting principles generally accepted in the United States of America. Our audit of
the financial statements does not relieve you or management of your respective responsibilities.

Our responsibility, as prescribed by professional standards, is to plan and perform our audit to obtain
reasonable, rather than absolute, assurance about whether the financial statements are free of material
misstatement. An audit of financial statements includes consideration of internal control over financial
reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the entity's internal control over financial
reporting. Accordingly, as part of our audit, we considered the internal control of the School solely for
the purpose of determining our audit procedures and not to provide any assurance concerning such
internal control.

We are also responsible for communicating significant matters related to the audit that are, in our
professional judgment, relevant to your responsibilities in overseeing the financial reporting process.
However, we are not required to design procedures for the purpose of identifying other matters to
communicate to you.

WE ARC AN 'NDIZPENGENT MEMBER OF
HLB THE GLOBAL ADVISCRY
AND ACCOUNTING NETWORK
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We have provided our findings regarding internal control over financial reporting and compliance noted
during our audit in a separate letter to you dated September 8, 2025. In addition, we noted certain other
matters which are included in Attachment A to this letter.

Planned Scope and Timing of the Audit

We performed the audit according to the planned scope and timing previously communicated to you in
our engagement letter and in our meeting about planning matters on August 11, 2025.

Compliance with All Ethics Requirements Regarding Independence

The engagement team, others in our firm, as appropriate, and our firm has complied with all relevant
ethical requirements regarding independence.

Qualitative Aspects of the School's Significant Accounting Practices
Significant Accounting Policies

Management has the responsibility to select and use appropriate accounting policies. A summary of the
significant accounting policies adopted by the School is included in Note 1 to the financial statements.

There have been no initial selections of accounting policies and no changes in significant accounting
policies or their application during the year.

No matters have come to our attention that would require us, under professional standards, to inform
you about (1) the methods used to account for significant unusual transactions and (2) the effect of
significant accounting policies in controversial or emerging areas for which there is a lack of
authoritative guidance or consensus.

Significant Accounting Estimates

Accounting estimates are an integral part of the financial statements prepared by management and are
based on management's current judgments. Those judgments are normally based on 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 markedly from management's current
judgments.

We noted no significant accounting estimates affecting the financial statements.
Significant Difficulties Encountered During the Audit

We encountered no significant difficulties in dealing with management relating to the performance of
the audit.
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Uncorrected and Corrected Misstatements

For purposes of this communication, professional standards require us to accumulate all known and
likely misstatements identified during the audit, other than those that we believe are trivial, and
communicate them to the appropriate level of management. Further, professional standards require us
to also communicate the effect of uncorrected misstatements related to prior periods on the relevant
classes of transactions, account balances or disclosures, and the financial statements as a whole and
each applicable opinion unit. In addition, professional standards require us to communicate to you all
material, corrected misstatements that were brought to the attention of management as a result of our
audit procedures. The material misstatements detected as a result of audit procedures and corrected by
management are described in the Schedule of Findings and Responses issued in connection with our
report on internal control over financial reporting.

The schedule of adjustments passed is included with management's written representations in
Attachment C to this letter, and summarizes uncorrected financial statement misstatements whose
effects in the current and prior periods, as determined by management, are immaterial, both
individually and in the aggregate, to the financial statements taken as a whole and each applicable
opinion unit.

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with management as a matter,
whether or not resolved to our satisfaction, concerning a financial accounting, reporting, or auditing
matter, which could be significant to the School's financial statements or the auditors' report. No such
disagreements arose during the course of the audit.

Representations Requested from Management

We have requested certain written representations from management, which are included in
Attachment C to this letter.

Management's Consultations with Other Accountants

In some cases, management may decide to consult with other accountants about auditing and
accounting matters. Management informed us that, and to our knowledge, there were no consultations
with other accountants regarding auditing and accounting matters.

Other Significant Matters, Findings, or Issues

In the normal course of our professional association with the School, we generally discuss a variety of
matters, including the application of accounting principles and auditing standards, operating and
regulatory conditions affecting the entity, and operational plans and strategies that may affect the risks
of material misstatement. None of the matters discussed resulted in a condition to our retention as the
School's auditors.
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Other Information in Documents Containing Audited Financial Statements

Our responsibility for the supplementary information accompanying the financial statements, as
described by professional standards, is to evaluate the presentation of the supplementary information in
relation to the financial statements as a whole and to report on whether the supplementary information
is fairly stated, in all material respects, in relation to the financial statements as a whole. We made
certain inquiries of management and evaluated the form, content, and methods of preparing the
information to determine that the information complies with accounting principles generally accepted in
the United States of America, the method of preparing it has not changed from the prior period, and the
information is appropriate and complete in relation to our audit of the financial statements. We
compared and reconciled the supplementary information to the underlying accounting records used to
prepare the financial statements or to the financial statements themselves.

Upcoming Changes in Accounting Standards

Generally accepted accounting principles (GAAP) are continually changing in order to promote the
usability and enhance the applicability of information included in external financial reporting. While it
would not be practical to include an in-depth discussion of every upcoming change in professional
standards, Attachment B to this letter contains a brief overview of recent pronouncements of the
Governmental Accounting Standards Board (GASB) and their related effective dates. Management is
responsible for reviewing these standards, determining their applicability, and implementing them in
future accounting periods.

This information is intended solely for the use of the governing body and management of Black River
Public School and is not intended to be and should not be used by anyone other than these specified

parties.

Very truly yours,



BLACK RIVER PUBLIC SCHOOL

[l Attachment A - Comments and Recommendations
For the June 30, 2025 Audit

During our audit, we became aware of certain other matters that are opportunities for strengthening internal
control and/or improving operating efficiency. This memorandum summarizes our comments and
recommendations regarding those matters. Our consideration of the School's internal control over financial
reporting is described in our report, dated September 8, 2025, issued in accordance with Government Auditing
Standards. This memorandum does not affect that report or our report dated September 8, 2025, on the financial
statements of Black River Public School.

Escheating of Checks (repeat comment)

During our testing of bank reconciliations, we noted that the escheatment of outstanding checks was in process.
We recommend that the School continue to follow the next steps of the State guidance for escheating of checks to
ensure this is completed.

Equipment Inventory (repeat comment)

The School has not conducted a physical inventory of equipment. In addition to being an important control in
identifying changes to capital assets, the Uniform Guidance requires entities that purchase equipment and real
property to maintain records which indicate which of those assets were purchased with federal funds, and to
conduct a physical inventory of equipment purchased with federal funds at least once every two years. We
recommend that the School take physical inventory counts of all equipment and real property, including that which
is purchased with federal funds, at least once every two years.

Al



BLACK RIVER PUBLIC SCHOOL

. Attachment B - Upcoming Changes in Accounting Standards / Regulations
For the June 30, 2025 Audit

The following pronouncements of the Governmental Accounting Standards Board (GASB) have been released
recently and may be applicable to the School in the near future. We encourage management to review the
following information and determine which standard(s) may be applicable to the School. For the complete text of
these and other GASB standards, visit www.gasb.org and click on the "Standards & Guidance" tab. If you have
questions regarding the applicability, timing, or implementation approach for any of these standards, please
contact your audit team.

GASB 103 H Financial Reporting Model Improvements
Effective 06/15/2026 (your FY 2026)

This standard establishes new accounting and financial reporting requirements—or modifies existing
requirements—related to the following: a. management's discussion and analysis (MD&A), b. unusual or infrequent
items, c. presentation of the proprietary fund statement of revenues, expenses, and changes in fund net position,
d. information about major component units in basic financial statements, e. budgetary comparison information,
and f. financial trends information in the statistical section.

GASB 104 E Disclosure of Certain Capital Assets
Effective 06/15/2026 (your FY 2026)

This standard requires certain types of capital assets to be disclosed separately in the capital assets note
disclosures, requires certain intangible assets to be disclosed separately by major class, and requires additional

disclosures for capital assets held for sale.

B1



BLACK RIVER PUBLIC SCHOOL

. Attachment C - Management Representations
For the June 30, 2025 Audit

The following pages contain the written representations that we requested from management.
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BLACK RIVER PUBLIC SCHOOL

[ schedule of Adjustments Passed (SOAP)
For the June 30, 2025 Audit

In accordance with generally accepted auditing standards, we have prepared the following schedule of proposed audit adjustments,
which we believe are immaterial both individually and in the aggregate. We are providing this schedule to both management and
those charged with governance to receive their assurance that they agree that the amounts listed below are not material to the
financial statements, either individually or in the aggregate, and do not need to be recorded.

Effect of Passed Adjustment - Over(Under)Statement

Beginning Expenses/
Assets Liabilities Equity Revenues Expenditures

General fund
Estimated understatement of the

year-end profit sharing accrual $ -5 (17,466) $ (14,398) S -5 (31,864)
Misstatement as a percentage of

total revenues 0.00% -0.14% -0.12% 0.00% -0.26%
Governmental activities
Effect of misstatements noted above S - S (17,466) S (14,398) $ - S (31,864)
Unrecorded lease asset/liability (35,962) (37,538) 1,238 - (338)
Total governmental activities S (35,962) S (55,004) $ (13,160) S - S (32,202)

Misstatement as a percentage of
total assets -0.23% -0.36% -0.09% 0.00% -0.21%
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