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BDO USA, LLP, a Delaware limited liability partnership, is the U.S. member of BDO International Limited, a UK company limited by guarantee, and forms part of 
the international BDO network of independent member firms. 
 
BDO is the brand name for the BDO network and for each of the BDO Member Firms. 

Independent Auditor’s Report 
 
 
Board of Directors 
Wellspring Preparatory High School 
Grand Rapids, Michigan 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the governmental activities and each 
major fund of Wellspring Preparatory High School (the School) as of and for the year ended 
June 30, 2020, and the related notes to the financial statements, which collectively comprise the 
School’s basic financial statements as listed in the table of contents. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements 
in accordance with accounting principles generally accepted in the United States of America; this 
includes the design, implementation and maintenance of internal control relevant to the 
preparation and fair presentation of financial statements that are free from material 
misstatement, whether due to fraud or error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express opinions on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Government 
Auditing Standards, issued by the Comptroller General of the United States. Those standards 
require that we plan and perform the audit to obtain reasonable assurance about whether the 
financial statements are free from material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on the auditor’s 
judgment, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error. In making those risk assessments, the auditor considers 
internal control relevant to the School’s preparation and fair presentation of the financial 
statements in order to design audit procedures that are appropriate in the circumstances, but not 
for the purpose of expressing an opinion on the effectiveness of the School’s internal control. 
Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of 
accounting policies used and the reasonableness of significant accounting estimates made by 
management, as well as evaluating the overall presentation of the financial statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinions. 
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Opinions 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, 
the respective financial position of the governmental activities and each major fund of the School 
as of June 30, 2020, and the respective changes in financial position thereof for the year then 
ended, in accordance with accounting principles generally accepted in the United States of 
America. 
 
Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that 
management’s discussion and analysis and budgetary comparison schedules on pages 6–10 and 
22-23, respectively, be presented to supplement the basic financial statements. Such 
information, 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 this 
information, because the limited procedures do not provide us with sufficient evidence to express 
an opinion or provide any assurance. 
 
Other 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 Statement of Revenues for the 
year ended June 30, 2020 - General Fund is presented for purposes of additional analysis and is 
not a required part of the basic financial statements. 
 
The Statement of Revenues for the year ended June 30, 2020 - General Fund 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. Such 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 
Statement of Revenues for the year ended June 30, 2020 - General Fund is fairly stated, in all 
material respects, in relation to the basic financial statements taken as a whole. 
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Other Reporting Required by Government Auditing Standards 
 
In accordance with Government Auditing Standards, we have also issued our report dated 
October 9, 2020 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 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. 
 
 
 
October 9, 2020 
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This section of the annual financial report for Wellspring Preparatory High School (the School) 
provides an overview of the School’s financial activities as of and for the fiscal year ended June 30, 
2020. It should be read in conjunction with the financial statements, which immediately follow this 
section. 
 
Using This Annual Report 
 
This annual report consists of a series of financial statements and notes to those statements. These 
statements are organized so the reader can understand the School financially as a whole. The 
School-wide financial statements provide information about the activities of the whole School, 
presenting both an aggregate view of the School’s finances and a longer-term view of those finances. 
The fund financial statements provide the next level of detail. For governmental funds, these 
statements tell how services were financed in the short-term, as well as what remains for future 
spending. The fund financial statements look at the School’s operations in more detail than the 
School-wide financial statements by providing information about the School’s most significant fund, 
the General Fund, with the other fund presented as the School Service Fund. 
 

Management’s Discussion and Analysis (MD&A) 
(Required Supplementary Information) 

 
Basic Financial Statements 

 
School-Wide Financial Statements 

 
Fund Financial Statements 

 
Notes to Financial Statements 

 
Budgetary Information for the Governmental Funds 

(Required Supplementary Information) 
 

Note to Required Supplementary Information 
 

Statement of Revenues for the Year Ended June 30, 2020 - General Fund 
(Other Information) 

 
Reporting the School as a Whole - School-Wide Financial Statements 
 
One of the most important questions asked about the School is, “As a whole, what is the School’s 
financial condition as a result of the year’s activities?” The statement of net position and the 
statement of activities, which appear first in the School’s financial statements, report information 
on the School as a whole and its activities in a way that helps you answer this question. We prepare 
these statements to include all assets and liabilities, using the accrual basis of accounting, which is 
similar to the accounting used by most private-sector companies. All of the current period’s 
revenues and expenses are taken into account regardless of when the cash is received or paid. 
 
The School’s net position, the difference between assets and liabilities, as reported in the statement 
of net position, is one way to measure the School’s financial position. The relationship between 
revenues and expenses is the School’s operating results. The School’s goal is to provide services to 
our students, not to generate profits as private-sector companies do. One must consider nonfinancial 
factors, such as the quality of the education provided and the safety of the School, to assess the 
overall health of the School.  
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The statement of net position and the statement of activities report the activities of the School, all 
of which are classified as governmental activities. These activities encompass all the School’s 
services, including instruction, support services, and food services. State aid (based on student 
count) and state and federal grants finance most of these activities. The School has entered into a 
services agreement (the Agreement) with PrepNet, LLC (PrepNet), which requires PrepNet to 
provide administration, strategic planning, and all labor, materials, equipment, and supervision 
necessary for the provision of educational services to students. As part of the consideration received 
under the Agreement, PrepNet also provides the facility in which the School operates. Under the 
terms of the Agreement, PrepNet receives as remuneration for its services an amount equal to the 
total revenue received by the School from all revenue sources. 
 
Reporting the School’s Fund Financial Statements 
 
The School’s fund financial statements provide detailed information about the most significant 
funds - not the School as a whole. Some funds are required to be established by state law. However, 
the School establishes other funds to help it control and manage money for particular purposes or 
as required by state law (the School Service Fund is an example). The governmental funds of the 
School use the following accounting approach: 
 
Governmental Funds - All of the School’s services are reported in governmental funds. 
Governmental fund reporting focuses on showing how money flows into and out of funds and the 
balances left at period-end that are available for spending. They are reported using an accounting 
method called modified accrual accounting. Only those revenues that are “measurable” and 
“currently available” are reported. Liabilities are generally recognized when incurred. The 
governmental fund statements provide a short-term view of the operations of the School and the 
services it provides. Governmental fund information helps you determine whether there are more 
or fewer financial resources that can be spent in the near future to finance the School’s programs. 
We describe the relationship (or differences) between governmental activities (reported in the 
statement of net position and the statement of activities) and governmental funds in reconciliations 
presented as part of the statements. 
 
The School as a Whole 
 
As described above, the reference to “the School as a whole” relates to financial statements on 
pages 12 and 13. Recall that the statement of net position provides the perspective of the School 
as a whole. The table below provides a summary of the School’s net position as of June 30: 
 
 2020 2019 
  
Assets  

Current assets $ 568,970 $ 692,205 
Capital assets - net of accumulated depreciation - - 

  
Total assets 568,970 692,205 
  
Liabilities - current 556,254 684,560 
  
Net Position  

Restricted for food service 10,203 7,645 
Unrestricted 2,513 - 
  

Total Net Position $ 12,716 $ 7,645 
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The unrestricted net position of governmental activities represents the accumulated results of its 
operations from the School’s inception. The results of the current period operations for the School 
as a whole are reported in the statement of activities, which shows the change in net position. The 
results of operations for the School as a whole are reported in the summarized statement of 
activities (below) which shows the changes in net position for the fiscal years ended June 30: 
 
 2020 2019 
  
Revenues  

Program revenues:  
Charges for services $ 6,546 $ 8,095 
Operating grants 687,633 734,767 

General revenues:  
State aid unrestricted 3,067,906 3,346,483 

  
Total revenues 3,762,085 4,089,345 
  
Expenses  
 Contracted services:  

Instruction 1,660,978 1,739,919 
Support services 2,011,733 2,269,334 
Food service 84,303 74,951 

  
Total expenses 3,757,014 4,084,204 
  
Change in net position 5,071 5,141 
  
Net Position, beginning of year 7,645 2,504 
  
Net Position, end of year $ 12,716 $ 7,645 
 
As reported in the statement of activities, the cost of governmental activities for the year ended 
June 30, 2020 was $3,757,014. These activities were primarily funded by the School’s state aid 
(based on student count) and governments and organizations that subsidized certain programs with 
grants. 
 
As discussed in Note 8, the COVID-19 outbreak was classified as a pandemic in March 2020. This led 
to the School moving to a virtual learning environment for the remainder of the school year ended 
June 30, 2020. This did not have a significant impact on the overall operations of the School. 
 
Revenues and expenses decreased year over year due to a decline in enrollment. The Fall count for 
the 2019-20 year was approximately 383 students. The Fall count for the 2018-19 year was 
approximately 423 students. 
 
The School experienced an increase in net position of $5,071 in 2020. Under the terms of the 
Agreement with PrepNet, PrepNet provides a spending account to the Board of Directors for 
discretionary expenditures. The primary reason for the change in net position is the timing of these 
discretionary expenditures. 
 
A reconciliation of the statement of revenues, expenditures and changes in fund balances of 
governmental funds to the statement of activities appears on page 15.  
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Fund Financial Statements 
 
As we noted earlier, the School uses funds to help it control and manage money for particular 
purposes or as required by state law. Looking at funds helps the reader to consider whether the 
School is being accountable for the resources that the state and others provide to it and may provide 
more insight into the School’s overall financial health. 
 
The School’s instruction and support services activities are reported in the General Fund and 
significant changes are discussed on page 8. The School Service Fund represents food service 
activities. Food service revenue and expenditures increased compared to the prior year due to a 
robust distribution of meals to the community during the unanticipated school closure period which 
began March 13, 2020 due to the coronavirus pandemic. The School’s combined fund balance was 
$12,716 at June 30, 2020. 
 
A reconciliation of the balance sheet of governmental funds to the statement of net position appears 
on page 14. 
 
General Fund Budgetary Highlights 
 
Over the course of the period, the School revises its budget to reflect changes in revenues and 
expenditures. State law requires that the budget be amended to ensure that expenditures do not 
exceed appropriations. A schedule showing the School’s original and final budget amounts compared 
with amounts actually paid and received is provided in the required supplementary information of 
these financial statements. 
 
Budgeted revenues for the General Fund were increased by $145,070 from the original budget. 
Revenues were changed primarily to reflect an increase in contribution from PrepNet. Budgeted 
expenditures for the General Fund were increased by $145,070. This change was to reflect the 
change in anticipated funding and expenditures. As a result of conservative budgeting, there were 
favorable variances in total budgeted expenditures to actual. Contributions from PrepNet were 
conservatively budgeted to cover budgeted expenditures, and as expenditures came in lower than 
the budget, contributions from PrepNet did as well. 
 
Capital Assets 
 
At June 30, 2020, the School had $0 invested in capital assets as they were fully depreciated. Capital 
assets are substantially provided as part of the Agreement with PrepNet. 
 
General Economic Factors and Next Year’s Budgets 
 
Our officials and administration consider many factors when setting the School’s 2021 fiscal year 
budget. One of the most important factors affecting the budget is our student count. The state 
foundation revenue is determined by multiplying the blended student count by the foundation 
allowance per pupil. The blended count for the 2021 fiscal year is expected to be 90% of the blended 
Fiscal 2020 count and 10% of the blended Fiscal 2021 count. The blended Fiscal 2020 count was 90% 
of the October 2019 and 10% of the February 2019 student counts. The 2021 budget was adopted in 
May 2020 before this “Super Blend” was passed by State Legislature. Approximately 75% of total 
General Fund revenue is from the foundation allowance. As a result, School funding is heavily 
dependent on the State’s ability to fund local school operations. Based on early enrollment data at 
the start of the 2021 school year, we anticipate that the fall student count will be close to the 
estimates used in creating the 2021 budget. Once the final student count and related per pupil 
funding are validated, state law requires the School to amend the budget if actual School resources 
are not sufficient to fund original appropriations. 
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Since the School’s revenue is heavily dependent on state funding and the health of the State’s school 
aid fund, the actual revenue received depends on the State’s ability to collect revenues to fund its 
appropriation to public school academies. The State periodically holds a revenue-estimating 
conference to estimate revenues. If the State estimates funds are not sufficient to fund the 
appropriation, the legislature must revise the appropriation or proration of state aid will occur.  
 
On March 11, 2020, the World Health Organization declared the outbreak of a respiratory disease 
caused by a new coronavirus pandemic. First identified in late 2019 and now known as COVID-19, 
the outbreak has impacted thousands of individuals worldwide. The impact of COVID-19 will require 
the School to carefully monitor its budget for fiscal year 2020-2021. It will also be necessary to 
monitor decisions made at the federal and state level pertaining to financial resources as those 
decisions will directly impact the School’s budget. Currently, the School is offering hybrid 
instruction, which is a blend of virtual and in-person, to allow for social distancing. The School 
expects to receive funding under the Coronavirus Aid, Relief and Economic Security (CARES) Act 
during the year ending June 30, 2021. The School expects to receive approximately $142,000 under 
the Elementary and Secondary School Emergency Relief program and $140,000 from the Coronavirus 
Relief Fund through the Michigan Department of Education. As additional information becomes 
known by the School, the budget will be reviewed and adjusted, as needed, to ensure adequate 
resources are available. 
 
Contacting the School’s Financial Management 
 
The financial report is designed to provide users of the report with a general overview of the School’s 
finances and to demonstrate the School’s accountability for the money it receives. If you have 
questions about this report, contact the Chief Financial Officer of PrepNet, LLC, at 3755 36th Street 
SE, Suite 250, Grand Rapids, Michigan 49512. 
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Governmental
June 30, 2020 Activities

Assets

Current Assets
Cash 2,513$          
Due from governmental revenue sources 565,450         
Due from others 1,007            

Total current assets 568,970         

Noncurrent Assets
Capital assets 25,768          
Less accumulated depreciation (25,768)         

Total capital assets - net of accumulated depreciation -                   

Total Assets 568,970         

Liabilities

Current Liabilities
Unearned revenue 130,985         
Contracted service fee payable 425,269         

Total Liabilities 556,254         

Net Position
Restricted for food service 10,203          
Unrestricted 2,513            

Total Net Position 12,716$         

See accompanying notes to financial statements. 
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Governmental
Activities

Net (Expense)
Revenue and 

Changes in
Net Position

Charges for Operating
Year ended June 30, 2020 Expenses Services Grants Total

Functions/Programs
Governmental activities - 

contracted services:
Instruction 1,660,978$   -$                607,318$      (1,053,660)$ 
Support services 2,011,733    -                  -                  (2,011,733)   
Food service 84,303         6,546           80,315         2,558           

Total Governmental Activities 3,757,014$   6,546$         687,633$      (3,062,835)   

General purpose revenues:
State aid unrestricted 3,067,906    

Total general revenues 3,067,906    

Change in net position 5,071           

Net Position, beginning of year 7,645           

Net Position, end of year 12,716$       

       Program Revenues

 
See accompanying notes to financial statements. 
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School Total
General Service Governmental

June 30, 2020 Fund Fund Funds

Assets
Cash 2,513$         -$                2,513$         
Due from governmental revenue sources 565,000       450              565,450       
Due from others -                  11,055         11,055         

Total Assets 567,513$      11,505$       579,018$      

Liabilities, Deferred Inflows of Resources and Fund Balances

Liabilities
Unearned revenue 129,683$      1,302$         130,985$      
Contracted service fee payable 421,587       -                  421,587       

Total Liabilities 551,270       1,302           552,572       

Deferred Inflows of Resources
Unavailable revenue 13,730         -                  13,730         

Total Liabilities and Deferred Inflows of Resources 565,000       1,302           566,302       

Fund Balances
Committed 2,513           -                  2,513           
Restricted for food service -                  10,203         10,203         

Total Fund Balances 2,513           10,203         12,716         

Total Liabilities, Deferred Inflows of Resources
 and Fund Balances 567,513$      11,505$       579,018$      

Statement of Net Position

Total governmental fund balance 12,716$       

resources and are not reported in the funds:
Capital assets cost 25,768$       
Accumulated depreciation (25,768)        

-                  
Due from governmental revenue sources - not available

to pay current period expenditures therefore deferred
in the funds (13,730)        

Due to PrepNet - not due and payable in the current
period and not reported in the funds 13,730         

Net Position of Governmental Activities 12,716$       

Capital assets used in governmental activities are not financial

Reconciliation of the Balance Sheet of Governmental Funds to the

 
See accompanying notes to financial statements. 
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School Total
General Service Governmental

Year ended June 30, 2020 Fund Fund Funds

Revenues
State aid unrestricted 3,067,736$   -$               3,067,736$   
Other state sources 234,532       2,064          236,596       
Federal sources 216,189       78,251        294,440       
Private sources 57,878         6,546          64,424         
Local sources 126,337       -                 126,337       

Total revenues 3,702,672    86,861        3,789,533    

Expenditures
Current - contracted services:

Instruction 1,660,978    -                 1,660,978    
Support services 2,039,181    -                 2,039,181    
Food service -                  84,303        84,303         

Total expenditures 3,700,159    84,303        3,784,462    

Net change in fund balances 2,513           2,558          5,071           

Fund Balances, beginning of year -                  7,645          7,645           

Fund Balances, end of year 2,513$         10,203$      12,716$       

Reconciliation of the Statement of Revenues, Expenditures and Changes 
in Fund Balances of Governmental Funds to the Statement of Activities

Net change in fund balance - total governmental funds 5,071$         

Revenue reported in the statement of activities 
that does not provide current financial resources and is not reported
as revenue in the governmental funds 13,730         

Revenue reported in the governmental funds as 
available and measurable - reported in the
statement of activities in prior years (41,178)        

27,448         

Change in Net Position of Governmental Activities 5,071$         

Contracted service fee recognized consistent with revenue policy

 
See accompanying notes to financial statements. 
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1. Nature of Operations 
 
Wellspring Preparatory High School (the School) is a Michigan Public School Academy, which provides 
education based on rigorous teaching methods, parental involvement, student responsibility and 
basic moral values. The School provides education, at no cost to the parent, to students in ninth 
through twelfth grade. Enrollment is open to all appropriately aged children without regard to 
gender, ethnic background, disability and/or religious affiliation. The School operates under a 
charter approved by Bay Mills Community College, which is responsible for oversight of the School’s 
operations. The charter expires June 30, 2026 and is subject to renewal. Management believes the 
charter will be renewed in the ordinary course of business. Bay Mills Community College Board of 
Trustees receives 3% of both state aid and certain federal pass-through funds as an administrative 
fee. The total administrative fee for the year ended June 30, 2020 paid to Bay Mills Community 
College was $99,043. 
 
The School is exempt from taxation as a governmental entity pursuant to Internal Revenue Code 
(IRC) Section 115. The School qualifies for public charity status by meeting the requirements of IRC 
Sections 509(1) and 170(b)(1)(A)(ii). 
 
The School’s primary source of revenue is provided by the State of Michigan and consists of an 
amount per student multiplied by weighted-average student counts. The state revenue is recognized 
ratably over the school year and is funded through payments from October 2019 through August 
2020. 
 
The Board of Directors of the School has entered into a services agreement (the Agreement) with 
PrepNet, LLC (PrepNet), which requires PrepNet to provide administration, strategic planning, and 
all labor, materials, equipment, and supervision necessary for the provision of educational services 
to students. As part of the consideration received under the Agreement, PrepNet also provides the 
facility in which the School operates. The Agreement will continue until the termination or 
expiration of the charter contract, unless at least 90 days’ written notice of intent to terminate or 
renegotiate is given by either the School or PrepNet. 
 
Under the terms of the Agreement, PrepNet receives as remuneration for its services an amount 
equal to the total revenue received by the School from all revenue sources. 
 
2. Summary of Significant Accounting Policies 
 
School-Wide and Fund Financial Statements 
 
The School-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. All 
activities of the School are considered governmental activities. 
 
The statement of activities demonstrates the degree to which the direct expenses of a given 
function or segments are offset by program revenues. Direct expenses are those that are clearly 
identifiable with a specific function. Program revenues include (a) charges to customers or 
applicants who purchase, use, or directly benefit from goods, services, or privileges provided by a 
given function, and (b) grants and contributions that are restricted to meeting the operational or 
capital requirements of a particular function. Revenues not classified as program revenues are 
reported instead as general purpose revenue.  
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Measurement Focus, Basis of Accounting and Financial Statement Presentation 
 
School-Wide Statements - The School-wide financial statements are reported using the economic 
resources measurement focus and the accrual basis of accounting. Revenue is recorded when earned 
and expenses are recorded when a liability is incurred, regardless of the timing of related cash 
flows. Grants are recognized as revenue as soon as all eligibility requirements imposed by the 
provider have been met. 
 
The effect of interfund activity has been eliminated from the School-wide financial statements. 
 
Fund-Based Statements - Governmental fund financial statements are reported using the current 
financial resources measurement focus and the modified accrual basis of accounting. Revenue is 
recognized as soon as it is both measurable and available. Revenue is considered to be available if 
it is collected 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. Expenditures generally are recorded when a liability 
is incurred, as under accrual accounting. The contracted service fee to PrepNet is recorded 
consistent with the recognition of revenue. 
 
Fund Classification - The financial activities of the School are organized on the basis of funds. The 
operation of each fund is accounted for with a separate set of self-balancing accounts that comprise 
its assets, liabilities, deferred inflows or resources, fund balance, revenues and expenditures. 
Government resources are allocated to and accounted for in individual funds based upon the 
purposes for which they are to be spent and the means by which spending activities are controlled. 
 
General Fund - The General Fund is used to account for the general educational programs and 
athletic programs of the School. Its revenues are derived primarily from the State of Michigan. It is 
considered a major fund. 
 
School Service Fund - The School Service Fund is used to account for the food service operation. Its 
revenues are derived primarily from a federal grant and student charges. It is considered a major 
fund. 
 
Capital Assets - Capital assets, which include other equipment, are reported in the School-wide 
financial statements at historical costs of more than $5,000 and an estimated useful life in excess 
of one year. Other equipment is depreciated using the straight-line method over useful lives of four 
to ten years. 
 
Estimates - The preparation of financial statements in conformity with accounting principles 
generally accepted in the United States of America (GAAP) requires management to make estimates 
and assumptions that affect the reported amounts of assets, liabilities and deferred inflows of 
resources and disclosures of contingent assets and liabilities at the date of the financial statements 
and the reported amounts of revenues, expenses, and expenditures during the reporting period. 
Actual results could differ from those estimates. 
 
Cash - Cash balances throughout the year ended June 30, 2020 represent bank deposits, which are 
covered by federal depository insurance. 
 
Unearned Revenue - Unearned revenue is reported in connection with funds that have been received 
for services which have not been performed and, therefore, is not yet earned. As of June 30, 2020, 
a liability for unearned revenue was recognized for $130,985.  
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Contracted Service Fee Payable - Contracted service fee payable as of June 30, 2020 represents a 
timing difference between funds received from governmental sources and amounts payable to 
PrepNet in accordance with the Agreement. 
 
Deferred Inflows of Resources - Deferred inflows of resources represent an acquisition of net 
position that applies to a future period and is not recognized as revenue until then. In the fund 
financial statements, unavailable revenue is reported as a deferred inflow of resources. Unavailable 
revenue is reported in connection with receivables for revenue that are not considered available to 
liquidate liabilities of the current period. As of June 30, 2020, a deferred inflow of resources for 
unavailable revenue was recognized for $13,730. 
 
Net Position - Net position represents the difference between assets plus deferred outflows of 
resources and liabilities plus deferred inflows of resources on the School-wide financial statements. 
Net position invested in capital assets consists of capital assets, net of accumulated depreciation. 
Net position is reported as restricted when there are limitations imposed on its use either through 
legislation or through external restrictions imposed by creditors, grantors, laws or regulations from 
other governments. Unrestricted net position consists of the net position not meeting the definition 
of either of the other two components. 
 
Fund Balances - Fund balances may be classified as non-spendable, restricted, committed, assigned 
or unassigned. The non-spendable fund balance classification includes amounts that cannot be spent 
because they are either (a) not in spendable form - prepaid items or inventories; or (b) legally or 
contractually required to be maintained intact. The term “restricted” is used to either designate a 
portion of fund balance as legally segregated for a specific future use or to indicate that certain 
assets do not represent spendable resources available for general educational programs. The term 
“committed” represents amounts that can only be used for the specific purpose determined by a 
formal resolution of the board. The term “assigned” is used to classify the fund balance intended 
to be used by the board but does not meet the criteria to be restricted or committed. The term 
“unassigned” is used for amounts that have not been restricted, committed, or otherwise assigned 
for future uses. At June 30, 2020, the School had $2,513 in committed fund balance and $10,203 in 
restricted fund balance. The School typically uses restricted fund balance first, then committed, 
assigned and unassigned fund balances. 
 
3. Due From Governmental Revenue Sources 
 
Receivables as of June 30, 2020 for the General Fund included $502,818 in state aid receivable and 
$60,666 in federal grants receivable, and $1,516 in other state grants receivable. Receivables as of 
June 30, 2020 for the School Service Fund included $450 in state receivables. 
 
4. Risk Management 
 
The School is exposed to various risks of loss related to general liability. Commercial insurance 
policies to cover certain risks of loss have been obtained. There have been no significant reductions 
in insurance coverage during the fiscal year 2020, and claims did not exceed coverage less retained 
risk deductible amounts in the past two fiscal years. 
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5. Capital Assets 
 
Capital asset activity of the School’s governmental activities was as follows: 
 

 
Beginning

Balance Additions Disposals
Ending 

Balance 
  
Capital assets being depreciated – other equipment $ 25,768 $ - $ - $ 25,768 
Less accumulated depreciation (25,768) - - (25,768) 
  
Net Governmental Activities Capital Assets $ - $ - $ - $ - 
 
6. Contingencies 
 
The School has received proceeds from several federal and state grants. Periodic audits of these 
grants are required and certain costs may be questioned as not being appropriate expenditures 
under the grant agreements. Such audits could result in the refund of grant monies to the grantor 
agencies. Management believes that any required refunds will be immaterial. No provision has been 
made in the accompanying financial statements for the refund of grant monies. 
 
7. Operating Lease 
 
The School has entered into a sublease agreement with PrepNet for a facility to house the School. 
The lease terms were from July 1, 2019 through June 30, 2020. Annual rental payments required by 
the lease for the building were $760,000, payable in 12 monthly installments of $63,333. The 
agreement automatically renews on an annual basis. Monthly installments for the period July 1, 
2020 through June 30, 2021 will be $63,333, for an annual total of $760,000. 
 
8. COVID-19 and CARES Act 
 
COVID–19 
 
On January 30, 2020, the World Health Organization (WHO) announced a global health emergency 
because of a new strain of coronavirus originating in Wuhan, China (the COVID-19 outbreak) and the 
risks to the international community as the virus spread globally beyond its point of origin. In March 
2020, the WHO classified the COVID-19 outbreak as a pandemic, based on the rapid increase in 
exposure globally. This led to the School moving to a virtual learning environment for the remainder 
of the school year ended June 30, 2020. 
 
Management is actively monitoring the impact of the global situation on the education industry, 
financial condition, liquidity and operations. Given the daily evolution of the COVID-19 outbreak 
and the global responses to curb its spread, the School is not able to estimate the effects of the 
COVID-19 outbreak on its results of operations, financial condition, or liquidity for fiscal year 2021. 
Although the School cannot estimate the length or gravity of the impact of the COVID-19 outbreak 
at this time, if the pandemic continues, it may have an adverse effect on results of future 
operations, financial position, and liquidity in fiscal year 2021 if state aid is reduced. The School’s 
operations are heavily dependent on the State foundation allowance.



Wellspring Preparatory High School 
 

Notes to Financial Statements 
 

 

20 

CARES Act 
 
On March 27, 2020, President Trump signed into law the Coronavirus Aid, Relief, and Economic 
Security (CARES) Act. The CARES Act, among other things, provides additional funding to the School 
through various federal and state programs. The School did not recognize any revenue under these 
programs during the year ended June 30, 2020. 
 
The School continues to examine the impact that the CARES Act may have on its operations. 
Currently, the School is unable to determine the impact that the CARES Act will have on its financial 
condition, results of operations, or liquidity. 
 
9. Subsequent Events 
 
Events or transactions occurring after the balance sheet date have been evaluated through 
October 9, 2020, the date the financial statements were available to be issued. The financial 
statements and the notes thereto do not reflect events or transactions after this date. 
 
The School expects to receive funding under the Coronavirus Aid, Relief and Economic Security 
(CARES) Act during the year ending June 30, 2021. The School expects to receive approximately 
$142,000 under the Elementary and Secondary School Emergency Relief program and $140,000 from 
the Coronavirus Relief Fund through the Michigan Department of Education. 
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Final Over (Under)
Original Amended Final

Year ended June 30, 2020 Budget Budget Actual Budget

Revenues

State aid unrestricted 3,134,120$   3,048,833$   3,067,736$   18,903$       

Other state sources 283,545       215,323       234,532       19,209         
Federal sources 218,561       218,561       216,189       (2,372)          
Private sources 63,726         69,836         57,878         (11,958)        
Local sources 104,519       111,628       126,337       14,709         
Private sources - PrepNet 161,017       446,377       -                  (446,377)      

Total revenues 3,965,488    4,110,558    3,702,672    (407,886)      

Expenditures
Current - contracted services:

Instruction:
Basic instruction 1,285,367    1,428,001    1,275,679    (152,322)      
Added needs 348,277       285,987       284,601       (1,386)          
Special education 119,566       116,360       100,698       (15,662)        

Support services:
Pupil services 62,676         59,686         42,092         (17,594)        
Instructional staff support 119,652       123,229       102,527       (20,702)        
Board of education 65,048         67,701         22,370         (45,331)        
Executive administration 164,081       184,245       161,293       (22,952)        
Grant procurement 6,404           9,404           6,642           (2,762)          
School admin - office of the principal 373,104       384,824       377,344       (7,480)          
Other school administration 138,571       150,464       159,823       9,359           
Business and internal services 60,149         80,149         61,544         (18,605)        
Central services 36,551         46,568         36,407         (10,161)        
Pupil activities 96,943         78,560         56,327         (22,233)        
Operations and maintenance 1,089,099    1,095,380    1,012,812    (82,568)        

Total expenditures 3,965,488    4,110,558    3,700,159    (410,399)      

Revenues Over (Under) Expenditures -                  -                  2,513           2,513           

Other Financing Uses
Transfers out -                  -                  -                  -                  

Net change in fund balance -                  -                  2,513           -                  

Fund Balance, beginning of year -                  -                  -                  -                  

Fund Balance, end of year -$                -$                2,513$         -$                

See accompanying note to required supplementary information. 
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Final Over (Under)
Original Amended Final

Year ended June 30, 2020 Budget Budget Actual Budget

Revenues

Federal sources 71,873$       71,803$       78,251$       6,448$         
Other state sources 3,000           2,099           2,064           (35)              
Private sources 6,204           7,995           6,546           (1,449)          

Total revenues 81,077         81,897         86,861         4,964           

Expenditures
Current - contracted services:

Food service 84,979         77,500         84,303         6,803           

Revenues Over (Under) Expenditures (3,902)          4,397           2,558           (1,839)          

Other Financing Source
Transfers in -                  -                  -                  -                  

Net change in fund balance (3,902)          4,397           2,558           (1,839)          

Fund Balance, beginning of year 7,645           7,645           7,645           -                  

Fund Balance, end of year 3,743$         12,042$       10,203$       (1,839)$        
 

Note to Required Supplementary Information 
 

1. Budgetary Comparison Schedules – General Fund and School Service Fund 
 

Annual budgets are adopted on a basis utilizing GAAP and consistent with state law for the 
general and special revenue funds. 
 

The Governmental Accounting Standards Board requires budget to actual presentation for 
the General Fund and any major Special Revenue Funds to include the original budget, final 
budget and actual results on a budgetary basis. The budgetary comparison schedules are 
presented on the modified accrual basis of accounting. 
 

The budget document presents information by fund and function. The legal level of 
budgetary control adopted by the governing body is the function level. State law requires 
the School to have its budget in place by July 1. The budgets can be amended by the Board 
of Directors of the School as considered necessary. The budgets were amended to increase 
budgeted revenues and expenditures for the general fund by $145,070, and to increase 
budgeted revenues for the school service fund by $820 and decrease expenditures by $7,479, 
respectively. 
 

During the year, the School incurred expenditures in the General Fund in excess of amounts 
budgeted for other school administration expenditures. The School budgeted $150,464 and 
expended $159,823, a variance of $9,359 for other school administration. The School also 
incurred expenditures in the School Service Fund in excess of amounts budgeted for 
contracted services. The School budgeted $77,500 and expended $84,303, a variance of 
$6,803 for contracted services. 



 

 

Other Information 
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Year ended June 30, 2020

State aid unrestricted 3,067,736$   

Other state sources - grants and special education 234,532       

Federal sources - grants 216,189       

Private sources 57,878         

Local sources - special education 126,337       

Total 3,702,672$   
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BDO USA, LLP, a Delaware limited liability partnership, is the U.S. member of BDO International Limited, a UK company limited by guarantee, and forms part of 
the international BDO network of independent member firms. 
 
BDO is the brand name for the BDO network and for each of the BDO Member Firms. 

Independent Auditor’s 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 

 
 
Board of Directors 
Wellspring Preparatory High School 
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 each major fund of Wellspring Preparatory High 
School (the School) as of and for the year ended June 30, 2020, and the related notes to the 
financial statements, which collectively comprise the School’s basic financial statements, and 
have issued our report thereon dated October 9, 2020. 
 
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 combination of deficiencies, in internal control, such that there is a reasonable 
possibility that a material misstatement of the School’s financial statements will not be prevented 
or detected and corrected on a timely basis. A significant deficiency is a deficiency, or 
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. 
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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. 
 
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 School’s internal 
control and compliance. Accordingly, this communication is not suitable for any other purpose. 
 
 
 
October 9, 2020 
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June 30, 2020 
 

 

Wellspring Preparatory High School 

The following communication was prepared as part of our audit, has consequential limitations, and is 
intended solely for the information and use of those charged with governance (e.g., Board of 
Directors) and, if appropriate, management of the School, and is not intended and should not be used 
by anyone other than these specified parties. 
  
BDO USA, LLP, a Delaware limited liability partnership, is the U.S. member of BDO International 
Limited, a UK company limited by guarantee, and forms part of the international BDO network of 
independent member firms. 
  
BDO is the brand name for the BDO network and for each of the BDO Member Firms. 
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October 9, 2020 
 
Board of Directors 
Wellspring Preparatory High School 
 
Professional standards require us to communicate with you regarding matters related to the audit that 
are, in our professional judgment, significant and relevant to your responsibilities in overseeing the 
financial reporting process. On April 23, 2020, we presented an overview of our plan for the audit of 
the financial statements of Wellspring Preparatory High School (the School) as of and for the year 
ended June 30, 2020, including a summary of our overall objectives for the audit, and the nature, 
scope, and timing of the planned audit work. 
 
This communication is intended to elaborate on the significant findings from our audit, including our 
views on the qualitative aspects of the School’s accounting practices and policies, management’s 
judgments and estimates, financial statement disclosures, and other required matters. 
 
We are pleased to be of service to the School and look forward to meeting with you to discuss our 
audit findings, as well as other matters that may be of interest to you, and to answer any questions 
you might have. 
 
Respectfully, 
 
 
 



BDO’S Response to COVID-19 and 
Commitment to Clients 

 

A NOTE FROM WAYNE BERSON, CEO BDO USA, LLP 
As the novel coronavirus (COVID-19) continues to spread in the U.S. and across the globe, I want to take 
a moment to let you know what BDO is doing to respond to this public health emergency. 
 
First and foremost, BDO’s number one priority is the safety and well-being of our people, clients, 
families, and the communities in which we live and work. 
 
We’ve assembled a cross-disciplinary team, working with our Crisis Management and Business Continuity 
practice professionals, to monitor the COVID-19 public health emergency and to put measures in place 
that help ensure both safety for our people and business continuity for our clients. 
 
We are assessing the situation daily, remaining vigilant, and following all recommendations from the 
World Health Organization (WHO), U.S. Centers for Disease Control and Prevention (CDC) and local 
authorities. 
 
BDO continues to develop, update and share guidance with our professionals so they are fully informed 
on how to protect themselves, their families and their clients against transmission of the virus. 
 
Please be assured that while we remain focused on the health and safety of our professionals and those 
around us, we also are focused on continued service to our clients. We have taken steps to make sure 
we can continue to deliver the level of quality, excellence and timeliness you are accustomed to from 
us during these unique circumstances. 
 
BDO has long been committed to a flexible work place, and we have the technological, cultural and 
operational infrastructure for the organization to work virtually, should the need arise. Additionally, 
we have put into place policies that require all guests at BDO offices and events to confirm that they 
do not pose a risk to others, based on certain criteria. 
 
As we navigate this time of uncertainty together, I want to reaffirm BDO’s core purpose: helping people 
thrive, every day. I hope that you and your loved ones are well, and we are here if you need us. 
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Preparing for and Responding to COVID-19 
PREPARING FOR THE IMPACTS OF COVID-19 
The COVID-19 outbreak could have a direct and lasting impact on organizations of all sizes. 
 
As the number of novel coronavirus (COVID-19) cases continue to climb both in the U.S. and across the globe, 
individuals and companies alike are taking steps to navigate this public health emergency. 
 
What does a pandemic mean for your organization, and for you? While it’s still difficult to predict the full extent 
of the impact of COVID-19, BDO is closely monitoring this rapidly evolving situation, offering guidance to help 
you through this time of uncertainty. 
 
BDO will continue to curate and develop resources to educate and assist clients and friends of the firm during 
this uncertain time. Please visit our COVID-19 resource center for details.  
 
RESPONDING TO COVID-19: CONTINGENCY PLANNING TOPICS 

 Plans to ensure the wellbeing of their professionals and stakeholders. 

 Crisis management roles and responsibilities between the board and management team. 

 Risk assessment and response to disruptions in all phases of product procurement, development and 
delivery. 

 Financial management, liquidity and sustainability impacts. 

 Adequacy of financial reporting and disclosures to convey risk.  

 Increased cybersecurity and data privacy considerations as more individuals telework. 

 Considerations to modify pay plans as short-term responsive measures.   

 Ability to provide timely financial information. 

 Industry-specific risk mitigation plans (e.g.; contracts, supply chain, technology). 
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RESPONDING TO COVID-19: BOARD RISK ASSESSMENT, PREPAREDNESS AND PRACTICAL 
CONSIDERATIONS 

 Assess organization exposure and potential financial, operational and strategic impacts. 

 Define crisis-response roles and responsibilities for the board and management. 

 Ensure effective management reporting to the board during times of crisis. 

 Evaluate management’s internal communications strategy. 

 Address the challenges of providing external stakeholders with accurate information as the crisis is 
evolving. 

 Plan to hold board and stakeholder meetings remotely. 

 Audit Committees to consider impacts on financial reporting & disclosure implications. 

 Revisit executive pay plans. 

 Be active in oversight but resist urge to “manage.”  

 Plan for resiliency and build trust via commitment to organization’s purpose and stakeholders. 

 Continually communicate. 

 
TOP CYBERSECURITY RECOMMENDATIONS AMID COVID-19 

 Create an organizational culture of cybersecurity. 

 Implement advanced cyber diagnostic assessments, on a regular basis. 

 Establish a rapid cyber-attack incident response plan. 

 Conduct 24 x 7 x 365 monitoring, detection & response (MDR). 

 Ensure information system resilience. 

 
Check out Top Cybersecurity Recommendations Amid Covid-19 Pandemic for more information. 
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COVID-19: FINANCIAL STATEMENT IMPACT 
January 31, 2020 Year End and later Financial Statements 
 
Treat COVID-19 as a “recognized” event, and incorporate the effects in the financial statements, including 
recognition, measurement, and disclosure.  

 If the effects on the F/S are material, and significant to users’ understanding of the financial 
statements, auditors will likely consider adding an emphasis of matter (EOM) paragraph to the opinion 
on the F/S. 

 Consider the impacts of COVID-19 on debt covenants. If covenant violations are expected, consider 
classification of the debt as current. 

 If the impact of COVID-19 is expected to result in going concern issues, include the effects in the F/S, 
and address the going concern issue in the disclosures.  

 
Auditors will need to assess potential impact on the audit opinion.  
 
Additional Questions for Audit Committees to consider: 

 Have changes in alternative work methods caused by COVID-19 negatively impacted controls over 
financial reporting, impacted ability to obtain information or access to audit evidence? 

 Has COVID-19 resulted in any changes to the audit strategy, risk assessment or controls to assess such? 

 Has COVID-19 required any consequential changes in level of effort by management and the external 
auditors? 

 What impact does the Coronavirus Aid, Relief, and Economic Security (CARES) Act have on the 
organization? 
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Status of Our Audit 
We have completed our audit of the financial statements as of and for the year ended June 30, 2020. Our audit 
was conducted in accordance with auditing standards generally accepted in the United States of America. This 
audit of the financial statements does not relieve management or those charged with governance of their 
responsibilities. 
 

 The objective of our audit was to obtain reasonable - not absolute - assurance about whether the financial 
statements are free from material misstatements whether due to error or fraud. 

 The scope of the work performed was substantially the same as that described to you in our earlier Audit 
Planning communications. 

 We issued an unmodified opinion on the financial statements and released our report on October 9, 2020. 

 Our responsibility for other information in documents containing the School’s audited financial 
statements (e.g. management’s discussion and analysis, budgetary comparisons) does not extend beyond 
the financial information identified in the audit report, and we are not required to perform procedures 
to corroborate such other information. However, in accordance with professional standards, we have 
read the information included by the School and considered whether such information, or the manner of 
its presentation, was materially inconsistent with its presentation in the financial statements. Our 
responsibility also includes calling to management’s attention any information that we believe is a 
material misstatement of fact. We have not identified any material inconsistencies or concluded there 
are any material misstatements of facts in the other information that management has chosen not to 
correct.  

 All records and information requested by BDO were freely available for our inspection. 

 Management’s cooperation was excellent. We received full access to all information that we requested 
while performing our audit, and we acknowledge the full cooperation extended to us by all levels of 
Government personnel throughout the course of our work. 
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Results of Our Audit 
ACCOUNTING PRACTICES, POLICIES, ESTIMATES  
The following summarizes the more significant required communications related to our audit concerning the 
Government’s accounting practices, policies, and estimates: 
 
The School’s significant accounting practices and policies are those included in Note 2 to the financial 
statements. These accounting practices and policies are appropriate, comply with generally accepted accounting 
principles and industry practice, were consistently applied, and are adequately described within Note 2 to the 
financial statements. 
 

 There were no changes in significant accounting policies and practices during fiscal year 2020. 
 
Significant estimates are those that require management’s most difficult, subjective, or complex judgments, 
often as a result of the need to make estimates about the effects of matters that are inherently uncertain. The 
Government’s significant accounting estimates, including a description of management’s processes and 
significant assumptions used in development of the estimates, are disclosed in Note 2 of the financial statements. 
 

 Management did not make any significant changes to the processes or significant assumptions used to 
develop the significant accounting estimates in fiscal year 2020. 

 
 

CORRECTED AND UNCORRECTED MISSTATEMENTS 
There were no corrected misstatements, other than those that were clearly trivial, related to accounts and/or 
disclosures that we brought to the attention of management.  
 
There were no uncorrected misstatements, other than those that were clearly trivial, related to accounts and/or 
disclosures that we presented to management.  
 

QUALITY OF THE GOVERNMENT’S FINANCIAL REPORTING 
A discussion was held regarding the quality of the School’s financial reporting, which included the following: 
 

 Qualitative aspects of significant accounting policies and practices 

 Our conclusions regarding significant accounting estimates 

 Significant unusual transactions 

 Financial statement presentation 

 New accounting pronouncements 

 Alternative accounting treatments 
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Internal Control Over Financial Reporting 
In planning and performing our audit of the School’s financial statements, we considered the School’s internal 
control over financial reporting (internal control) as a basis for designing our auditing procedures for the purpose 
of expressing our opinion on the financial statements, but not for the purpose of expressing an opinion on the 
effectiveness of the School’s internal control. Accordingly, we do not express an opinion on the effectiveness of 
the School’s internal control. 
 
Our consideration of internal control was for the limited purpose described above and was not designed to 
identify all deficiencies in internal control that might be significant deficiencies or material weaknesses. 
 
We are required to communicate, in writing and in a timely manner, to those charged with governance all 
material weaknesses and significant deficiencies that have been identified in the Government’s internal controls 
over financial reporting. The definitions of control deficiency, significant deficiency and material weakness 
follow: 
 
Category Definition 

Deficiency in 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. 

Significant Deficiency 
A deficiency or 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. 

Material Weakness 

A deficiency or combination of deficiencies in internal control, such 
that there is a reasonable possibility that a material misstatement of 
the Government’s financial statements will not be prevented, or 
detected and corrected on a timely basis. 

 
In conjunction with our audit of the financial statements, we noted no material weaknesses. 
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Other Required Communications 
Following is a summary of other required items, along with specific discussion points as they pertain to the 
Government: 
 
Requirement Discussion Points 

Significant changes to planned audit 
strategy or significant risks initially 
identified 

There were no significant changes to the planned audit strategy or 
significant risks initially identified and previously communicated to 
those charged with governance as part of our Audit Planning 
communications. 

Obtain information from those 
charged with governance relevant 
to the audit 

There were no matters noted relevant to the audit, including, but 
not limited to: violations or possible violations of laws or 
regulations; risk of material misstatements, including fraud risks; or 
tips or complaints regarding the School’s financial reporting that we 
were made aware of as a result of our inquiry of those charged with 
governance. 

Nature and extent of specialized 
skills or knowledge needed related 
to significant risks 

There were no specialized skills or knowledge needed, outside of the 
core engagement team, to perform the planned audit procedures or 
evaluate audit results related to significant risks.  

Consultations with other 
accountants 

We are not aware of any consultations about significant accounting 
or auditing matters between management and other independent 
public accountants. Nor are we aware of opinions obtained by 
management from other independent accountants on the application 
of generally accepted accounting principles.  

Our evaluation of the Government’s 
relationships and transactions with 
related parties and their impact on 
the financial statements  

We have evaluated the School’s process to identify, authorize and 
approve, account for, and disclose its relationships and transactions 
with related parties and noted no significant issues. 

Disagreements with management There were no disagreements with management about matters, 
whether or not satisfactorily resolved, that individually or in 
aggregate could be significant to the School’s financial statements or 
to our auditor’s report. 

Significant difficulties encountered 
during the audit 

There were no significant difficulties encountered during the audit. 

Other matters significant to the 
oversight of the Government’s 
financial reporting process, 
including complaints or concerns 
regarding accounting or auditing 
matters 

There are no other matters that we consider significant to the 
oversight of the School’s financial reporting process that have not 
been previously communicated. 
 

Representations requested from 
management 

Please refer to the management representation letter. 
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Independence Communication 
Our engagement letter to you dated April 23, 2020 describes our responsibilities in accordance with professional 
standards and certain regulatory authorities with regard to independence and the performance of our services. 
This letter also stipulates the responsibilities of the Government with respect to independence as agreed to by 
the School. Please refer to that letter for further information. 
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