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INDEPENDENT AUDITORS’ REPORT

October 6, 2024

Members of the Board of Directors
Success Virtual Learning Centers of Michigan
Grand Rapids, Michigan

Report on the Audit of the Financial Statements
Opinions

We have audited the accompanying financial statements of the governmental activities and the major fund
of Success Virtual Learning Centers of Michigan, Grand Rapids, Michigan (SVLCM) as of and for the year
ended June 30, 2024, and the related notes to the financial statements, which collectively comprise
SVLCM'’s basic financial statements as listed in the table of contents.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities and the major fund of SVLCM, as of June 30,
2024, and the respective changes in financial position 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 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 Auditor's Responsibilities for the Audit of the Financial Statements section of our
report. We are required to be independent of SVLCM 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 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 SVLCM'’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.

Auditor’s 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 auditor’s 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 generally accepted auditing
standards 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.
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In performing an audit in accordance with generally accepted auditing standards and Government Auditing
Standards, we:

o 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.

e 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 SVLCM’s internal control. Accordingly, no such opinion is expressed.

e 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.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about SVLCM'’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 on pages 5 through 7 and budgetary comparison information on page 19 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 Academy’s basic financial statements. The accompanying schedule of expenditures of federal
awards, as required by Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards, is presented for purposes of
additional analysis and is not a required part of the basic financial statements. Such information is the
responsibility of management and was derived from and relates 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 schedule of expenditures of federal awards is 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 October 6, 2024,
on our consideration of SVLCM'’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
SVLCM’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 SVLCM'’s internal control over

financial reporting and compliance.
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MANAGEMENT’S DISCUSSION AND ANALYSIS



Management’s Discussion and Analysis

As management of Success Virtual Learning Centers of Michigan (SVLCM), we offer readers of SVLCM’s
financial statements this narrative overview and analysis of the financial activities of SVLCM for the fiscal
year ended June 30, 2024. We encourage readers to consider the information presented here in conjunction
with additional information that is furnished in the financial statements and notes to the financial statements.

Financial Highlights
SVLCM increased its state-aid membership student count from 1,859 to 1,893 during the fiscal year.
Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to SVLCM’s financial statements.
SVLCM’s basic financial statements comprise three components: 1) government-wide financial statements,
2) fund financial statements, and 3) notes to the financial statements. This report also contains other
supplementary information in addition to the basic financial statements themselves.

Government-wide financial statements. The government-wide financial statements are designed to
provide readers with a broad overview of SVLCM’s finances, in a manner similar to a private-sector
business.

The statement of net position presents information on all of SVLCM'’s assets and liabilities, with the
difference between the two reported as net position. Over time, increases or decreases in net position
may serve as a useful indicator of whether the financial position of SVLCM is improving or deteriorating.

The statement of activities presents information showing how the government’s net position changed
during the most recent fiscal year. All changes in net position are reported as soon as the underlying
event giving rise to the change occurs, regardless of the timing of related cash flows. Thus, revenues
and expenses are reported in this statement for some items that will only result in cash flows in future
fiscal periods (e.g., payments on debt).

Both of the government-wide financial statements display functions of SVLCM that are principally
supported by intergovernmental revenues (governmental activities). The governmental activities of
SVLCM include instruction and supporting services. SVLCM does not have any business-type
activities.

Fund financial statements. A fund is a grouping of related accounts that is used to maintain control over
resources that have been segregated for specific activities or objectives. SVLCM, like other state and local
governments, uses fund accounting to ensure and demonstrate compliance with finance-related legal
requirements. All of the funds of SVLCM are considered governmental funds.

Governmental funds. Governmental funds are used to account for essentially the same functions
reported as governmental activities in the government-wide financial statements. However, unlike the
government-wide financial statements, governmental fund financial statements focus on near-term
inflows and outflows of spendable resources, as well as on balances of spendable resources available
at the end of the fiscal year. Such information may be useful in evaluating a government’s near-term
financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements. By
doing so, readers may better understand the long-term impact of the government’s near-term financing
decisions. Both the governmental fund balance sheet and the governmental fund statement of
revenues, expenditures, and changes in fund balances provide a reconciliation to facilitate this
comparison between governmental funds and governmental activities. There were no reconciling items
for the current fiscal year.



SVLCM maintains one governmental fund; the General fund which is considered to be a major fund.

SVLCM adopts an annual appropriated budget for its General fund. A budgetary comparison schedule
has been provided herein to demonstrate compliance with that budget.

Notes to the financial statements. The notes provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements.

Other information. In addition to the basic financial statements and accompanying notes, this report also
presents certain required supplementary information. Required supplementary information includes this
management discussion and analysis as well as a schedule of General fund budget to actual information.

Government-wide Financial Analysis

As noted earlier, net position may serve over time as a useful indicator of a government’s financial position.
In the case of SVLCM, assets exceeded liabilities by $1,728,541 at the close of the most recent fiscal year.

Net Position
2024 2023

Assets

Current assets $7,625,536  $6,783,285
Total assets 7,625,536 6,783,285
Liabilities

Current liabilities 5,896,995 5,411,690
Total liabilities 5,896,995 5,411,690
Net position

Unrestricted 1,728,541 1,371,595

Total net position $1,728,541  $1,371,595

Net position of SVLCM increased by $356,946. The increase in net position is primarily due to an increase

in state revenues and pupil counts.

Change in Net Position

2024 2023

Revenue
Program revenue

Operating grants and contributions $2,748,695  $ 3,282,354
General revenue

Unrestricted grants and contributions 17,326,546 17,002,153

Other 946 637
Total revenue 20,076,187 20,285,144
Expenses

Instruction 6,165,695 6,804,973

Supporting services 13,347,922 13,162,947

Community services 205,624 -
Total expenses 19,719,241 19,967,920
Increase in net position 356,946 317,224
Net position - beginning of year 1,371,595 1,054,371
Net position - end of year $ 1,728,541 $ 1,371,595




SVLCM revenues and expenses increased during the year as a result of the increase in student count and
the corresponding increase in state-aid funding.

Governmental Activities

During the year SVLCM expended 31% of its total expenses on instruction, 68% on support services such
as oversight services and administration, and 1% on community services.

Financial Analysis of the Government’s Funds

As noted earlier, SVLCM uses fund accounting to ensure and demonstrate compliance with finance-related
legal requirements.

Governmental funds. The focus of SVLCM’s governmental funds is to provide information on near-
term inflows, outflows, and balances of spendable resources. Such information is useful in assessing
SVLCM’s financing requirements. In particular, unassigned fund balance may serve as a useful
measure of a government’s net resources available for spending at the end of the fiscal year.

The General fund is the chief operating fund of SVLCM. At the end of the current fiscal year, unassigned
fund balance of the General fund was $1,728,541. As a measure of the General fund’s liquidity, it may
be useful to compare unassigned fund balance to total fund expenditures. Unassigned fund balance
represents 8.7% of total General fund expenditures. The fund balance of SVLCM’s General fund
increased by $356,946 during the current fiscal year.

Budgetary Highlights

Differences between the original and final amended budgets for the General fund are a result of the original
budget being prepared with estimated State revenue, preliminary Federal grant awards and projected
enrollment. These amounts were amended when revenues and student enrollment were finalized.

Economic Factors and Next Year’s Budgets

SVLCM prepared the budget for the 2024-25 fiscal year considering an anticipated increase in state-aid
revenues and a corresponding increase in instruction and supporting services expenditures due to an
expected increase in the pupil count for the upcoming year.

Requests for Information

This financial report is designed to provide a general overview of SVLCM'’s finances for all those with an
interest in the government’s finances. Questions concerning any of the information provided in this report
or requests for additional financial information should be addressed to the Chief Administrative Officer, PO
Box 9984, Wyoming, Michigan 49509.
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BASIC FINANCIAL STATEMENTS



SUCCESS VIRTUAL LEARNING CENTERS OF MICHIGAN
STATEMENT OF NET POSITION

JUNE 30, 2024

Governmental
Activities

Assets

Cash $ 2,883,283

Due from other governments 4,742,253
Total assets 7,625,536
Liabilities

Accounts payable 3,498,083

Due to other governments 94,545

Unearned revenue 2,304,367
Total liabilities 5,896,995
Net position

Unrestricted $ 1,728,541

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



SUCCESS VIRTUAL LEARNING CENTERS OF MICHIGAN

STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED JUNE 30, 2024

Functions| Programs
Primary government
Governmental activities
Contracted service fee
Instruction
Support services
Community services

Total governmental activities

General revenues
Unrestricted grants and contributions
Other

Total general revenues
Change in net position
Net position, beginning of year

Net position, end of year

Program
Revenues

Operating
Grants and

Net (Expense)

Expenses Contributions Revenue
$ 6,165,695 $ 1,385,666 $ (4,780,029)
13,347,922 1,363,029 (11,984,893)
205,624 - (205,624)
$ 19,719,241 $ 2,748,695 (16,970,546)

The accompanying notes are an integral part of these financial statements.
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SUCCESS VIRTUAL LEARNING CENTERS OF MICHIGAN

GOVERNMENTAL FUNDS
BALANCE SHEET

JUNE 30, 2024

Assets
Cash
Due from other governments

Total assets

Liabilities and fund balances
Liabilities
Accounts payable
Due to other governments
Unearned revenue

Total liabilities

Fund balances
Unassigned

Total liabilities and fund balances

The accompanying notes are an integral part of these financial statements.
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SUCCESS VIRTUAL LEARNING CENTERS OF MICHIGAN

GOVERNMENTAL FUNDS
STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES

FOR THE YEAR ENDED JUNE 30, 2024

General
Revenues
Local sources $ 946
State sources 18,689,575
Federal sources 1,385,666
Total revenues 20,076,187
Expenditures
Current
Instruction 6,165,695
Support services 13,347,922
Community services 205,624
Total expenditures 19,719,241
Net changes in fund balances 356,946
Fund balances, beginning of year 1,371,595
Fund balances, end of year $ 1,728,541

The accompanying notes are an integral part of these financial statements.
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SUCCESS VIRTUAL LEARNING CENTERS OF MICHIGAN

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 30, 2024

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of Success Virtual Learning Centers of Michigan, Grand Rapids, Michigan
(SVLCM) conform to generally accepted accounting principles as applicable to governments. The
following is a summary of the significant policies.

Reporting Entity

Success Virtual Learning Centers of Michigan received its charter under Public Act 416 of 1994 from
Vestaburg Community Schools. As part of the chartering process, SVLCM filed Articles of Incorporation
with the Michigan Department of Licensing and Regulatory Affairs. Vestaburg Community Schools
provides certain contractual services to SVLCM including the approval of SVLCM’s operating plan,
monitoring compliance with provisions of the charter contract and selection of members for the Board
of Directors. Vestaburg Community Schools is paid 3% of state-aid payments received by SVLCM for
such services. SVLCM provides education and related services to approximately 1,890 students in
grades 9" through 12". SVLCM is governed by a five-member Board of Directors (Board) approved
by Vestaburg Community Schools and administered by a school administrator appointed by the
contracted management company. The Board appointed the Superintendent to serve as the Chief
Administrative Officer of SVLCM.

As required by generally accepted accounting principles, the financial statements of the reporting entity
include those of Success Virtual Learning Centers of Michigan. There are no component units to be
included. The criteria for including a component unit include significant operational or financial
relationships with SVLCM.

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.
Governmental activities, which normally are supported by intergovernmental revenues are reported in
total. SVLCM has no business-type activities.

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. Other items not properly included among program
revenues are reported instead as general revenues.

Major governmental funds are reported as separate columns in the fund financial statements.
SVLCM reports the following major governmental fund:

The General Fund is the general operating fund of SVLCM. It is used to account for all financial
resources, except those required to be accounted for in another fund.
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SUCCESS VIRTUAL LEARNING CENTERS OF MICHIGAN

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 30, 2023

Measurement Focus and Basis of Accounting

The government-wide financial statements 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. Grants and similar
items are recognized as revenue as soon as all eligibility requirements imposed by the provider have
been met.

Basis of accounting refers to when revenues and expenditures or expenses are recognized in the
accounts and reported in the financial statements. Basis of accounting relates to the timing of the
measurements made, regardless of the measurement focus applied.

All governmental funds are accounted for using the modified accrual basis of accounting. Their
revenues are recognized when they become measurable and available. For this purpose, the
government considers revenues to be available if they are collected within 60 days of the end of the
current fiscal period, except for reimbursement-based grants and interest which use one year.
Expenditures are generally recognized under the modified accrual basis of accounting when the related
liability is incurred. Exceptions to this general rule include principal and interest on long-term debt which
are recognized when due.

All governmental funds are accounted for on a spending or “flow of current financial resources”
measurement focus. This means that only current assets and current liabilities are generally included
on their balance sheets. Their reported fund balance is considered a measure of “available, spendable
resources”.

Governmental fund operating statements present increases (revenues and other financing sources)
and decreases (expenditures and other financing uses) in fund balances. Accordingly, they are said to
present a summary of sources and uses of “available, spendable resources” during a period.

Budgets and Budgetary Accounting

Comparisons to budget are adopted for the General fund. SVLCM follows these procedures in
establishing the budgetary data reflected in the financial statements:

1. The contracted management company establishes a proposed operating budget for the fiscal
year commencing the following July 1 and submits the budget to the Board of Directors.

2. Public hearings are conducted to obtain comments.
3. Prior to July 1, 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 fund.

5. Budgets for the General fund are adopted on a basis consistent with generally accepted
accounting principles.

6. Adoption and amendments of all budgets used by SVLCM are governed by Michigan Law. The
appropriation ordinances are based on the projected expenditures budget of the various
functions of SVLCM. Any amendment to the original budget must meet the requirements of
Michigan Law. Any revisions that alter the total expenditures of any activity must be approved
by the Board. SVLCM amended its budget during the current fiscal year.
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SUCCESS VIRTUAL LEARNING CENTERS OF MICHIGAN

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 30, 2023

Cash and Investments
Michigan law and SVLCM policy authorizes SVLCM to 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 deposit 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.

c. 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 or federal agency obligation repurchase agreements, and bankers’ acceptances issued
by a bank that is a member of the federal deposit insurance corporation.

e. Mutual funds that are 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.

Unearned Revenue

Governmental funds report $2,304,367 of unearned revenue at year-end in connection with restricted
state-aid funding received in advance of related expenditures being incurred. The balance of unearned
revenues will be recorded as revenue in future years when related expenditures are incurred.

State-Aid Revenue

SVLCM reports State of Michigan school aid in the fiscal year in which SVLCM is entitled to the revenue
as provided by the State of Michigan School Aid Appropriation Act. State funding accounted for
approximately 93% of the General fund revenue for the year. A certain portion of State-aid received
by SVLCM is restricted to cover specified expenses of SVLCM. The unrestricted portion is for use in
the general operations of SVLCM.

Risk Management

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

SVLCM carries commercial insurance for general liability, umbrella and linebacker — claims made

coverage. SVLCM has had no settled claims resulting from these risks that exceeded their commercial
coverage in any of the past three fiscal years.
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SUCCESS VIRTUAL LEARNING CENTERS OF MICHIGAN

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 30, 2023

Net Position and Fund Balance Reporting
Governmental funds report fund balance in the following five categories:

1. Non-spendable — the related asset’s form does not allow expenditure of the balance. The
assets are either (a) not in a spendable form or (b) legally or contractually required to be
maintained intact. Nonspendable fund balance would be equal to inventory, prepaid items, non-
current financial assets, and the nonspendable portion of endowments.

2. Restricted — the related assets can only be spent for the specific purposes stipulated by
constitution, external resource providers, or as identified in enabling legislation.

3. Committed — the related assets can only be spent for a specific purpose identified by formal
resolution of SVLCM’s governing board.

4. Assigned — the related assets can only be spent for a specific purpose identified by formal
resolution of SVLCM’s governing board. The Board has not delegated authority for the ability
to assign fund balance.

5. Unassigned — is the residual classification and includes all spendable amounts not contained
in the other classifications.

Net Position and Fund Balance Flow Assumptions

Sometimes SVLCM will fund outlays for a particular purpose from both restricted (e.g., restricted bond
or grant proceeds) and unrestricted resources. In order to calculate the amounts to report as restricted
— net position/fund balance and unrestricted — net position/fund balance, a flow assumption must be
made about the order in which the resources are considered to be applied.

It is SVLCM’s policy to use restricted resources first, then unrestricted resources as they are needed.
Further, when the components of unrestricted fund balance can be used for the same purpose,
committed fund balance is depleted first, followed by assigned fund balance. Unassigned fund balance
is applied last.

EXCESS OF EXPENDITURES OVER APPROPRIATIONS IN BUDGETARY FUNDS

State law provides that SVLCM shall not incur expenditures in excess of the amount appropriated. In
the body of the financial statements, SVLCM’s actual expenditures and budgeted expenditures for the
budgeted fund has been shown at the function level. The approved budgets of SVLCM were adopted
at the function level. During the year ended June 30, 2024, SVLCM did not incur expenditures which
were in excess of the amounts appropriated.

CASH

The balance on the financial statements for cash is $2,883,283. These deposits are in a financial
institution located in Michigan. The account is in the name of SVLCM and is recorded in SVLCM
records at fair value. Interest is recorded when earned.

Custodial Credit Risk - Deposits. Custodial credit risk is the risk that in the event of a bank failure,
SVLCM’s deposits may not be returned. State law does not require, and SVLCM does not have, a
policy for deposit custodial credit risk. As of year-end, $2,637,458 of SVLCM’s bank balance of
$2,887,458 was exposed to custodial credit risk because it was uninsured and uncollateralized.
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SUCCESS VIRTUAL LEARNING CENTERS OF MICHIGAN

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 30, 2023

CONTINGENCIES

Under the terms of various Federal and State grants and regulatory requirements, periodic audits are
required and certain costs may be questioned as not being appropriate expenditures under the terms
of the grants and requirements. Such audits could lead to reimbursement to the grantor or regulatory
agencies. However, management believes such disallowances, if any, will not be material to the
financial position of SVLCM.

PURCHASED SERVICES

On July 1, 2016, SVLCM entered into an agreement with Success Management Systems, LLC (SMS)
for management services (Agreement). SMS changed its name to Diploma Options Educational
Management Systems, LLC (DOEMS) and the management services agreement was amended and
restated effective July 1, 2019. This Agreement contracts DOEMS, to the extent permitted by law, for
the provision of all labor, materials, facilities, equipment and supervision necessary for the provision of
educational, business administration and management services. Subject to oversight and authority of
the Board of Directors, DOEMS is responsible for the implementation of educational programs as well
as establishment of operational practices including employment of personnel working at SVLCM, all
aspects of SVLCM’s business administration including accounting operation as well as facility
operation.

The DOEMS management fee is calculated from the SVLCM State Aid Financial Status
Reports. DOEMS invoices SVLCM the total payment less the amount due to the authorizer, less 3%
on unrestricted state aid which is retained by SVLCM, and less At Risk and similar restricted categorical
revenue which is retained by SVLCM until services are provided and invoiced separately. Programs
funded with state restricted funds and federal funds are not subject to a DOEMS management fee.

In the event SVLCM expenses exceed revenues, DOEMS may, but need not, make contributions to
SVLCM that are acceptable to DOEMS and the Board of Directors however SVLCM shall not be legally
obligated to repay DOEMS for such contributions made to or on behalf of SVLCM.

Each school year during the term of the Agreement, DOEMS shall pay into the Board spending account
an amount equal to 3% of state-aid for that respective school year. All funds in the Board spending
account are the property of SVLCM and may be used by SVLCM at the discretion of the Board. Funds
in the Board spending account that are not spent by SVLCM during the school year shall carryover to
SVLCM’s next fiscal year.
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REQUIRED SUPPLEMENTARY INFORMATION



SUCCESS VIRTUAL LEARNING CENTERS OF MICHIGAN

GENERAL FUND

SCHEDULE OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCE

FOR THE YEAR ENDED JUNE 30, 2024

BUDGET AND ACTUAL

Revenues
Local sources
State sources
Federal sources

Total revenues

Expenditures
Current

Instruction
Basic programs
Added needs

Support services
Pupil
Instructional staff
General administration
School administration
Business
Operations and maintenance
Transportation
Central

Community services
Total expenditures

Net changes in fund balance

Fund balance, beginning of year

Fund balance, end of year

Variance

Budget Amounts Actual Positive

Original Final Amount (Negative)
635 950 946 $ 4)
18,280,618 19,129,548 18,689,575 (439,973)
1,699,214 1,779,658 1,385,666 (393,992)
19,980,467 20,910,156 20,076,187 (833,969)
6,150,796 4,942,802 4,625,734 317,068
1,134,512 1,687,275 1,539,961 147,314
1,770,821 1,955,024 1,843,688 111,336
3,579,665 4,824,992 4,780,263 44,729
1,561,390 1,549,484 1,547,037 2,447
137,135 319,181 319,181 -
370,376 383,188 374,078 9,110
3,548,912 3,561,663 3,369,295 192,368
- 11,121 7,055 4,066
1,367,052 1,123,442 1,107,325 16,117
4,000 228,557 205,624 22,933
19,624,659 20,586,729 19,719,241 867,488
355,808 323,427 356,946 33,519
1,371,595 1,371,595 1,371,595 -
$ 1,727,403 $ 1695022 $ 1,728,541 $ 33,519
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SINGLE AUDIT SECTION



Vredeveld Haefner LLC

CPAs and Consultants Douglas J. Vredeveld, CPA
10302 20" Avenue (616) 446-7474
Grand Rapids, MI 49534 Peter S. Haefner, CPA
Fax (616) 828-0307 (616) 460-9388

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

October 6, 2024

Members of the Board of Directors
Success Virtual Learning Centers of Michigan
Grand Rapids, 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 and the major fund of Success Virtual Learning Centers of Michigan, Grand Rapids, Michigan
(SVLCM) as of and for the year ended June 30, 2024, and the related notes to the financial statements,
which collectively comprise SVLCM'’s basic financial statements, and have issued our report thereon dated
October 6, 2024.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered SVLCM'’s internal control
over financial reporting (internal control) to determine the 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 SVLCM'’s internal control. Accordingly, we do not
express an opinion on the effectiveness of SVLCM’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.

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. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses
may exist that have not been identified.

Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether SVLCM'’s financial statements are free of 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
determination of financial statement amounts. 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.
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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 SVLCM’s internal control
or on compliance. This report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering SVLCM’s internal control and compliance. Accordingly, this

communication is not suitable for any other purpose.
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Vredeveld Haefner LLC

CPAs and Consultants Douglas J. Vredeveld, CPA
10302 20" Avenue (616) 446-7474
Grand Rapids, MI 49534 Peter S. Haefner, CPA
Fax (616) 828-0307 (616) 460-9388

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EACH
MAJOR PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE
REQUIRED BY THE UNIFORM GUIDANCE

October 6, 2024

Members of the Board of Directors
Success Virtual Learning Centers of Michigan
Grand Rapids, Michigan

Report on Compliance for Each Major Federal Program
Opinion on Each Major Federal Program

We have audited Success Virtual Learning Centers of Michigan, Grand Rapids, Michigan’s (SVLCM)
compliance with the types of compliance requirements identified as subject to audit in the OMB Compliance
Supplement that could have a direct and material effect on each of SVLCM’s major federal programs for
the year ended June 30, 2024. SVLCM’s major federal programs are identified in the summary of auditor’s
results section of the accompanying schedule of findings and questioned costs.

In our opinion, SVLCM complied, in all material respects, with the types of compliance requirements
referred to above that could have a direct and material effect on each of its major federal programs for the
year ended June 30, 2024.

Basis for Opinion on Each Major Federal Program

We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America; the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States; and the audit requirements of Title 2
U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and
Audit Requirements for Federal Awards (Uniform Guidance). Our responsibilities under those standards
and the Uniform Guidance are further described in the Auditor’s Responsibilities for the Audit of Compliance
section of our report.

We are required to be independent of SVLCM and to meet our other ethical responsibilities, in accordance
with 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 opinion on compliance for each major federal
program. Our audit does not provide a legal determination of SVLCM’s compliance with the compliance
requirements referred to above.

Responsibilities of Management for Compliance

Management is responsible for compliance with the requirements referred to above and for the design,
implementation, and maintenance of effective internal control over compliance with the requirements of
laws, statutes, regulations, rules, and provisions of contracts or grant agreements applicable to SVLCM’s
federal programs.

Auditor’s Responsibilities for the Audit of Compliance

Our objectives are to obtain reasonable assurance about whether material noncompliance with the
compliance requirements referred to above occurred, whether due to fraud or error, and express an opinion
on SVLCM'’s compliance based on our audit. 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 generally
accepted auditing standards, Government Auditing Standards, and the Uniform Guidance will always detect
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material noncompliance when it exists. The risk of not detecting material noncompliance resulting from
fraud is higher than for that resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control. Noncompliance with the compliance
requirements referred to above is considered material if there is a substantial likelihood that, individually or
in the aggregate, it would influence the judgment made by a reasonable user of the report on compliance
about SVLCM’s compliance with the requirements of each major federal program as a whole.

In performing an audit in accordance with generally accepted auditing standards, Government Auditing
Standards, and the Uniform Guidance, we:

o Exercise professional judgment and maintain professional skepticism throughout the audit.

o |dentify and assess the risks of material noncompliance, 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 SVLCM'’s compliance with the compliance requirements referred to
above and performing such other procedures as we considered necessary in the circumstances.

e Obtain an understanding of SVLCM'’s internal control over compliance relevant to the audit in order
to design audit procedures that are appropriate in the circumstances and to test and report on
internal control over compliance in accordance with the Uniform Guidance, but not for the purpose
of expressing an opinion on the effectiveness of SVLCM’s internal control over compliance.
Accordingly, no such opinion is expressed.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and any significant deficiencies and material weaknesses in internal
control over compliance that we identified during the audit.

Report on Internal Control over Compliance

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a
federal program on a timely basis. A material weakness in internal control over compliance is a deficiency,
or a combination of deficiencies, in internal control over compliance, such that there is a reasonable
possibility that material noncompliance with a type of compliance requirement of a federal program will not
be prevented, or detected and corrected, on a timely basis. A significant deficiency in internal control over
compliance is a deficiency, or a combination of deficiencies, in internal control over compliance with a type
of compliance requirement of a federal program that is less severe than a material weakness in internal
control over compliance, yet important enough to merit attention by those charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in the Auditor’'s
Responsibilities for the Audit of Compliance section above and was not designed to identify all deficiencies
in internal control over compliance that might be material weaknesses or significant deficiencies in internal
control over compliance. Given these limitations, during our audit we did not identify any deficiencies in
internal control over compliance that we consider to be material weaknesses, as defined above. However,
material weaknesses or significant deficiencies in internal control over compliance may exist that were not
identified.

Our audit was not designed for the purpose of expressing an opinion on the effectiveness of internal control
over compliance. Accordingly, no such opinion is expressed.

The purpose of this report on internal control over compliance is solely to describe the scope of our testing
of internal control over compliance and the results of that testing based on the requirements of the Uniform
Guidance. Accordingly, this report is not suitable for any other purpose.

Cractorsold Hleweppeor LY
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SUCCESS VIRTUAL LEARNING CENTERS OF MICHIGAN

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE YEAR ENDED JUNE 30, 2024

Federal Grantor Federal Approved (Deferred) Current Year (Accrual Basis) (Deferred)
Pass Through Grantor CFDA Grant Award Revenue Receipts (Memo Only) Revenue
Program Title Grant Number Number Amount 7/1/2023 (Cash Basis) Prior Year Current Year 6/30/2024
U.S. Department of Education
Passed through Michigan Department of Education
Title | 84.010
231530-2223 $ 425,507 $ 250,298 $ 250,298 $ 412,954 $ - $ -
241530-2324 502,679 - 284,041 - 368,131 84,090
Total Title | 928,186 250,298 534,339 412,954 368,131 84,090
Title Il 84.367
230520-2223 79,727 18,617 18,617 48,908 - -
240520-2324 90,099 - 26,208 - 53,771 27,563
Total Title Il 169,826 18,617 44,825 48,908 53,771 27,563
Title 111 84.365
230570-2223 991 991 991 991 - -
240570-2324 2,500 - - - 2,500 2,500
Total Title Il 3,491 991 991 991 2,500 2,500
Title IV, Part A SSAE 84.424
230750-2223 25,938 10,925 10,925 25,938 - -
240750-2324 31,867 - 11,248 - 27,141 15,893
Total Title IV 57,805 10,925 22,173 25,938 27,141 15,893
COVID-19 - ESSER Il Formula Funds 84.425D
213712-2021 1,220,924 72,204 72,204 194,148 - -
Total COVID-19 - ESSER Il Formula Funds 1,220,924 72,204 72,204 194,148 - -
COVID-19 - ESSER Il Formula Funds 84.425U
213713-2122 2,743,974 598,325 598,325 1,058,552 882,611 882,611
Total COVID-19 - ESSER Ill Formula Funds 2,743,974 598,325 598,325 1,058,552 882,611 882,611
ARP Homeless Il 84.425W
211012-2122 36,636 1,905 1,905 1,905 4,347 4,347
Total MV ARP Homeless | 36,636 1,905 1,905 1,905 4,347 4,347
Total passed through Michigan Department of Education 5,160,842 953,265 1,274,762 1,743,396 1,338,501 1,017,004
Passed through Kent Intermediate School District
Title 11l 84.365
230570-2223 12,831 12,831 12,831 12,831 - -
Total Title Il 12,831 12,831 12,831 12,831 - -
Passed through Calhoun Intermediate School District
TAG Title | 84.010
231580-2223 20,000 18,123 18,123 18,123 - -
Total TAG Title | 20,000 18,123 18,123 18,123 - -
Passed through Montcalm Area Intermediate School District
IDEA Grants to States 84.027A
22/23 25,934 25,934 25,934 25,934 - -
23/24 28,039 - - - 28,039 28,039
Total IDEA Grants to States 53,973 25,934 25,934 25,934 28,039 28,039
RAG Title | 84.010
59900-03014 19,126 - - - 19,126 19,126
Total RAG Title | 19,126 - - - 19,126 19,126
Total Passed through Montcalm Area Intermediate School District 73,099 25,934 25,934 25,934 47,165 47,165
Total U.S. Department of Education 5,266,772 1,010,153 1,331,650 1,800,284 1,385,666 1,064,169
TOTAL FEDERAL FINANCIAL ASSISTANCE $ 5,266,772 $ 1,010,153 $ 1,331,650 $ 1,800,284 $ 1,385,666 $ 1,064,169
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SUCCESS VIRTUAL LEARNING CENTERS OF MICHIGAN
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE YEAR ENDED JUNE 30, 2024

The Schedule of Expenditures of Federal Awards is prepared in accordance with the modified
accrual basis of accounting.

Management has utilized the Cash Management System Grant Auditor Report in preparing the
Schedule of Expenditures of Federal Awards.

Reconciliation of revenues from federal sources per governmental funds financial statements
and expenditures per the Schedule of Expenditures of Federal Awards:

Revenues from federal sources per governmental fund financial statements
Expenditures per Schedule of Expenditures of Federal Awards

SVLCM did not elect to use the 10% de minimis cost rate as covered in Uniform Guidance
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SUCCESS VIRTUAL LEARNING CENTERS OF MICHIGAN
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE YEAR ENDED JUNE 30, 2024

SECTION | - SUMMARY OF AUDITORS' RESULTS
Financial Statements
Type of auditors' report issued Unmodified

Internal control over financial reporting:

Material weakness(es) identified? yes X no
Significant deficiency(ies) identified? yes X none reported
Noncompliance material to financial statements noted? yes X no

Federal Awards

Internal control over major programs:

Material weakness(es) identified? yes X no
Significant deficiency(ies) identified? yes X none reported
Type of auditors' report issued on compliance for major programs Unmodified

Any audit findings disclosed that are required to be reported in accordance
with section 2 CFR 200.516(a) of the Uniform Guidance? yes X no

Identification of major programs:

CFDA Number(s) Name of Federal Program or Cluster
84.425 COVID-19 ESSER Formula funds
Dollar threshold used to distinguish between Type A and B programs: $750,000
Auditee qualified as low-risk auditee? yes X no

SECTION Il - FINANCIAL STATEMENT FINDINGS
None noted

SECTION Iil - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS
None noted

SECTION IV - SUMMARY OF PRIOR AUDIT FINDINGS

None noted
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