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Report on the Awdit of Financial Statements
Ohpinion

We have wadited the accompanying financizl stalemenis of the governmendtal activilves and each major fund of the Flangock Public Scheal District
{“Diestriet™), &5 ol and for the year ended June 340, 2025, and the related sotes to the financial stalements, which colleetively compeise the District's
busic fimencial snbements 25 listed inthe mhle of contenits,

in our opimion, the Ononcial stalements referred 1o above presen fuirly, in all matcrial respects, the respective financial pesition of the
govemmental sctivitses, each major fund information of the Diiriey, 8 of lune 30, 2025, and the respective changes in financial position thenea!
for the year then ended in sccordance with accounting principles genemlly accepted in the United States of America

Basis For Opinion

We conducted oar audit in sccordance with suditing standards generally accepled in the United Stabes of Amertce and the standands applicatle 1o
fknancial sudits contained in the Governmenrt Auditing Stamdeeds, [ssied by the Compiroller General of the Liniied States. Our responsibilities
wnder those sandards &ne farther deseribed in the Ausditar’s Bospensibilities for the Awdit of (he Finanelal Stalements section of sur reporl. W
are required to be independent of the District, and 1o meet our other «thical respomsibilities, in sccordance with the rebevant ethical requirements
relating o our sudic. We believe thar the sudit evidence we have obtaleod s sufficient and appropeiaie e provide a basis lor our asdit opinlon,

Change in Accounting Principle

As deseribed in Mede 16 w the (inancial statements, for the year ended June 30, 2024, the Distsic adopied new sccounting guidance, GASH
Sutcment Mo, 101, Compensated Ahsences. Cur apinion 5 nal modificd with respect 1o this maiber.

Responsitilities of Management for the Fimancial Statemenis

Muragement 18 respengible for the preparation and fair presentation of the financial stdements (b sccordance with sceounting principles generally
accepled in the Uniled States of Amersca, and for the design, implementation, snd maintenance of internal contmol relevant 1o the preparation and
fuir presentalbon of fnancial stascments that are free from material misstatement, whether dwe 1o (rasd or ermor.

In preparing the [inencial stalemenis, monagemend is required 1o evaluate whether there are conditions or cvents, conssderned in the aggregate, 1hat
raise subsiantind doubt showt the District's ability o coniinue &s 0 going concem for twelve manths beyoeed the financial staiement date, inchsding
any cumenlly known nfiormation that may raise substantial doubt shoatly therealier,

Awmditor's Responsibilities for the Awdit of the Financial Satemenis

Cur ohjectives ans 1o ohiain reasonshle asswrance aboul whether the Mnancial slacments &5 a whobe e free from material misstaiement, whether
due o iroud or error, and toissee 20 auditor”s report that imclodes our opinsen. Rensonable assuraroe is a high level of assurancs bail s mol abinlute
assurance and therefone (s ot o poearantee thal an aedit conducted in accordance with genemily sccepled auditing sapdasds and Government
Auditir Stardprdy will abways detect @ material misstslement when il exists. The rise of oot delecting a material misstalement msullil:l;g from
frausd s ligher than lor one resubting from error, s frod may invislve collusion, forgery, intentional omissions, misrepresentntions, or the owerride
of inlemal contral. Misstalements are considered material i1 there s a subsiamiial likelibood that. |ndividially o im the apgrepate, they would
influence the judpmen] made by o rensanabie user based on the financial Salements,
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In performing an awdit in scconfamcs with generally sccepled nuditing standands and Crovernmenl Ainditing Suradkirds, we:
& Exercise professional judgment amd msintain professional skepticism throughout the sudit

= [dentify and aszess the risks of majerial misstalement of the financial salements, ahether due io fmud or erros, and design and perfomm audin

procedunes responsive to those risks. Such procedures include examining. an o test basis, evidence regarding the smownts and dischosures (n the
lmencial statemems,

# {biain an understanding of inemal control relevant to the awdit in order bo design asdit proccdures thal ane appropraate i the circumstances,
bt mi. fior the purpiss of expressing an opinien on the effectiveness of the District"s infernal conlrol, Accondingly, no m{'.hnp.injpn is ex pressed,

# Evaluale the appropristeness of sccounting policies used and the reasonableness of significant accounting estimates made by management, as
well a5 evaluabe the overll presentation of the financial statements.

¢ Conclude whether, in owr judgment, these are conditions oF events, considersd in the aggregate, thal mise substantial doubt gbowt the Distrt's
absility e conlinee as & going corcem for o rexsonable periad of Lime,

W are required 1o communicaie with those charged with governance regarding, among other matiers, the planned scope and tming of the awdit,
significamt audit findings, and certam inermal comlrol-related matens thal we demified during the audal

Required Supplementary Information

Accounting principles gemerally accepled in the United States of America requite that the management’s discussion and anglysis, buldgetay
comparigan infoermation, and the pension and other past-cmployment benefits schedules s reported in the table of conlenls be presenied o
supplement the besic Minancial satements. Such information, although ot 5 pan of the basic Naancial stalements, s requined by the Gaverninental
Accounting Standards Boand, who conssders i b be an esscrial part of financial reporimyg for placing the basic financial slalements in an
appropriate opermtional, ecomomic, of historical context. We hawe applied certain limited proceduses i the required supplemcniary information in
socordance with auditlng sinrdands generally scoepted bn the United Stales of America, which corsisted off Inquiries of management shoul the
methods of preparing the infonmation and comparing the nfermation for consistency with management’s respanses o our ingairiss, the basic
finmncial statements, and other knowledge we obtained during oar audic of the basic Mnancial stalemsents. We do not express an opinion of provide
my asswtance on the mibrmation because the limibed procedures do nol provide ws with suffickent evidence 1o express an oginion or provide amy
RESUTHROE,

ther Reporting Required by Govermmend Auditing Standaerdy

I gexordance with Govermmens Awdinieg Stamdiveds, we bave alse issued our repon daled Octobser 30, 202%, on our corsideration of the Distrier’s

internal control owver financial reporting and on our tests of is compliance with corain provigions of laws, regolations, contrects, and grant

agreements and odher malters. The purpose of that report is to deseribe the scope of our testing of imernal contrel over Mnancial reporting and

comptiamcs and the results of that testing, and aot o provide an oplnbon om Enternal controd over Nnanclal reposting o on compliance. Thal sepon

i an miegmd past of an gl performied in accordance wilh Crovernmear Audifiong Standards in considering, District’s imtemal control ever finamcial
img and complinnce,

Mﬂté.%

ANDERSON, TACKMAN & COMPANY, PL.C
Certified Public Accountants
Iron Mountain, Michigan

Owctober 30, 2025



Hancock Public Schools
Management Discussion and Analysis
For the Fiscal Year Ended June 30, 2025

Hancock Public School District’s Management Discussion and Analysis is intended to assist the rcader to
focus on significant financial issues, provide an overview of the District’s financial activity, and identify
changes in the District’s financial position including ils ability 1o address the next and subsequent years'
challenges. It also identifies any material deviations from the financial plan and identifies individual fund
issucs or concerns. This is a requirement of the Governmental Accounting Standards Board (GASB)
Statement No. 34 (GASD 34) as amended by GASH Statement No. 63, GASE Stalement Ko, 65, and GASB
Statement No. 68 and 75, GASB Siatement No. 71 an amendment of GASB Statement Mo, 68, GASB
Statement No. 84, GASB Statement No. 87, GASB Statement No. 96, and GASH Statement No, 101 and is
intended to provide the financial results for the fiscal vear ending June 30, 2025,

Managemient s Discussion amnd Analysis (MD&A)
(Required Supplementary Information)

Raszic Financial Siatements
Dizgtrict-Wide Financial Siatemenits Funil Financial Statements
Motes to the Basic Financial Statements

(Regquired Supplementary Information)
{Other than MD&A expanded)

GASB 34, as amended by GASB Statement No, 63 and 65, requires the presentation of two basic types of
financial statements: District-Wide Financial Statements and Fund Financial Statements.

[Mstrict-Wide Financial Statements

The District-Wide Financial Stalements provide a perspective of the District as a whole. These financial
statements use the full accrual basis of accounting similar to private sector companies. There are two District-
Wide Financial Statements: the Statement of Net Position and the Statement of Activities.

The Statement of Met Position combines and consolidates povernmental funds: current financial resources
{short-term available resources) (assets, liabilities, and deferred outllowinflows of resources) with capital
assets and long-term obligations, regardiess of their curvent availability.

Consistent with the full accrual basis method of accounting, the Statement of Activities accounts for curment
year revenues and expenses regardless of when cash is received or paid. The intent of this statement s to
summarize and simplify the user’s analysis of the costs of various District services.

The Fund Financial Statements are similar to financial presentations of years past but are focused on the
Dristrict’s Major Funds ratker than fund tvpes as in the past. The two Account Groups: General Fixed Assels
and General Long-Term Debt are no longer reporied. Consistent with previous years, the fund statements are
reported using the modified accrual method of accounts. Under this basis of accounting, revenues arc
recorded when received, except when they are measurable and available and therefore represent resources
that may be appropriated. Expenditures are accounted for in the period those goods and services are used in
school programs.  In addition, capital asset purchases are expensed and not recorded as an asset. Debt
paymenis are recorded as expenditures in the current year, and future debt obligations are not recorded.



Hancock Public Schools
Management Discussion and Analysis
For the Fiscal Year Ended June 30, 2025

Fund Financial Statements

Fund types include the General Fund, Food Service Fund, Debt Retirement Fund, Sinking Fund, Capital
Projects Fund and Student Activity Fund. The General Fund is used primarily to account for the gencral
education requirements of the District. For fiscal vear ending June 30, 2025 and 2024 Athletics is combined
with General Fund. Its revenues are derived from property taxes, state and federal distributions and grants,
and other intergovernmental revenues. The Food Service Fund is used to record food service revenues derived
from local, state and federal sources and expenscs associated with running the food service program. The
Debt Retirement Fund is used to record the funding and payment of principal and interest on bonded debt.
The Capital Projects is used to account for financial resources to be used for the acquisition, construction, or
improvements of major capital facilities. The Sinking Fund is used o account for financial resources (o be
used for taxpayer voted sinking fund projects. The Student Activity Fund accounts for assets held by the

District as an agent for various student groups and related activities.

Summary of Met Position

Aty

Chumrent assels

Met non-current assets

Total assets

Deferred pension and OPEB outflows
Liabilities:

Current liabilities

Long term liabilities

Total liabilities
Deferred pension and OFER inflows
Met Position:

[mvested in capital assets

Restricted

[ Inrestricted

Tatal Met Position *

Todal Met Position and Liabilities

* See Note 16 for prioe period adjustment

June 30, 2025 June 30, 2024
S 380076 S 6600037
18,154,302 14,859,526
_2L9M378 31439563
— 2006807 2543079
2,798,201 2,990,520
15,618,646 19,571,565
18,416,847 22,362,085
4,829,965 3,236,245
7,848,462 4,719,674
1,259,645 3625485
(8,373,734) (9,740,847}
§  TM3ITI S (1,395688)
§ 23981185 5§ 24402642




Hancock Public Schools
Management Discussion and Analysis
Faor the Fiscal Year Ended June 30, 2025

Financial Analysis of the District a5 a Whaole

The Scheol District’s net position was 734,373 at June 30, 20235, compared 10 3(1,395,688) a1 June 30, 2024,
Total net position can be separated into three categories: invested in capital assets, restricted assets, and
unrcstricted asscts.

Met capital assets are a combination of funds available for capital assets less accumulated depreciation and
related debt. The original cost of capital assets was $30,204,666 at June 30, 2025, and 27,372,299 at June
30, 2024. The accumulated depreciation is the accumulation of depreciation expense since acquisition. In
accordance with Generally Accepted Accounting Principles (GAATP), depreciation expense is recorded on the
original cost of the asset, less any estimated salvage value, expensed over the estimated useful life of the
assets. Total accumulated depreciation was $13,335,705 at June 30, 2025, and $12,688,387 at June 30, 2024,
Total debt related to capital assets was $9,020,499 at June 30, 2025, and $9,964,238 at June 30, 2024,

Restricted assels by their nature are restricted for use by laws or regulations by the State of Michigan. These
funds totaled $1,259,645 at June 30, 2025, compared to $3,625,485 at June 30, 2024,

The remaining balance of unrestricted assets represents a deficit balance of (58,373.734) at June 30, 2025,
and $(9,740.847) at June 30, 2024, The deficit balances are a result of GASB Statement No. 68, GASB
Statemnent No. 75 and, GASB Statement No. 101 effective for fiscal years beginning after June 15, 2014, June
15, 2017, December 15, 2023 respectively. Additional information regarding GASE Statement Mo, 68, 735
and 101 can be found in the audit report under Notes @, 10 and 16.

The results of this year's operations for the School District as a whole are reported in the Statement of
Activities. A summary of the District-Wide results of operations for the years ended June 30, 2025 and June
30, 2024 is as follows on the next page:



Hancock Public Schools
Management Discussion and Analysis
For the Fiscal Year Ended June 10, 2025

June 30, 2025 June 30, 2074

Program revenue
Charges for services - local and support ¥ 149578 £ 2132m
Operating granis - federal, state, and local SRR3R0 263,186
Total program révenue 137958 1,176,458
Creneral revenue
Property taxes levied for general operations 3364, 869 3099474
State revenue sharing 5,411,929 5947003
Other - federal, state, and local 575,200 516279
Total general revenue 9,352,007 9,562,756
Total revenue 10,080,055 10,739,214
Expenses
Instruction 4,154,182 4,386,416
Suppon services 2,088,672 2,856,604
School service 632,974 614,202
Interest and fees on long term debt 647 31K 451,705
Depreciation 416,848 554,208
Total expenses 7,959,994 B.863.225
Change in net position 2,130,061 1.875.989
Net Position July 1 * (1,395 688) (3,271,677}
Net Position June 30 § 734373 § (1,395688)

* See Note 16 for prior period adjustment



Hancock Public Schools
Management Discussion and Analysis
For the Fiscal Year Ended June 30, 2025

GOVERNMENTAL FUNDS FINANCIAL HIGHLIGHTS

The overall condition of the governmental funds decreased during June 30, 2025 and June 30, 2024, In the
General Fund, the excess of expenditures over revenues totaled $(128,908) during fiscal vear 2025, and the
excess of revenues over expenditures totaled $266,607 during fiscal year 2024. The primary factor that
contributed to the difference from fiscal year 2024 to fiscal year 2025 was a loan proceeds received in 2024,

MAJOR GOVERNMENTAL FUNDS BUDGETING AND OPERATING HIGHLIGHTS

The District’s budgets are prepared according to Michigan law and are initially adopied prior to July | of
each year, before student enrollment counts are known, Therefore, it is expected that there will be changes
between the initial budget and subsequent budgets, as actual enroliments are known. The most significant

fund budgeted is the General Fund operations. The General Fund operating budget was amended monthly
during fiscal year 2025,

General Fund Operations

In the General Fund operations, the actual revenue for fiscal year June 30, 2025 was 37,559,514, This is
above the original budget of $7,155,084 and above the final budget of $7,536,389 - a variance of 0.3 1%. The
actual expenditures of the general fund for fiscal year June 30, 2025 operations were $7,859,715. This is
above the original budget of 37,328,114 and above the final budget of $7,%48,062 - a vanance of 1.1 1%,

GOVERNMENTAL FUND EXPENDITURES

Below is a summary of the governmental fund expenditures and their percentages as they relate to total
governmental fumds:

Tostal Tital

Expenditures Expenditures

Jume 30, 2025 PbanxntuE Junme 30, 2024 PLm-.nr.-.ngu_
Cieneral Fund b3 TE¥.T15 62.3%8% % 442 665 T4
Debt Service 1,287,663 10.22% 1,219,730 10.32%
Capital Projects 283,21 224T% 1,470,628 12.45%
Food Service 532 266 4.23% 5819 4, 8085
Student Activities BR.03T 0. 0% 102, 168 i1.86%
Total Expenditures 12598922 N0 5 11,813,387 1 (0. 0%




Haneock Public S5chools
Management Discussion and Analysis
For the Fiscal Year Ended June 30, 2025

TOTAL REVENUES

Below is a summary of the governmental fund revenues and their percentages as they relate to governmental
funds.

Tetnl Tita
Fevene Roverue

Jue D5 Povotge  weX XM Roootey
State v sharing 41199 3506 5§ A706 Se
Prop s gmeral operation 1,725 190 170" 1533000 £
Chorating prants fickrd, stste, and bocal R ] L% 963, 186 R65%
Prop tmes dobt retiveent | IHh54 26946 L2820 1.0Pa
Prop s sinking find GRS 1% a2 300G
Bond' Lcen Proceods - (L0 A0 1P
Cther S TR T31% TH.551 [
Tiotal Fovnues § 0oL oPe $ 1L13924 IO

Linrestricted State Aid

The District is predominately funded by State Aid based on a blended count formula that the State of Michigan
utilizes. State revenues to the District have increased due to property tax decreases as compared o enrollment
figures from the previous vear. State aid blended membership was 560 for fiscal year June 30, 2025 and 584
for fiscal vear June 30, 2024,

Property Taxes

The District levied 18 mills of property taxes on all Non-Homestead property located within the District for
Gieneral Fund operations. The levy is assessed on the taxable value of the property. The increase in taxable
value is limited to the lesser of the inflation rate of the prior vear or 5%. When a property is sold, the taxable

valuation of the sold property is readjusted to the State Equalized Value, which is approximately 50% of
market value.

The District levied 5.25 mills of property taxes on all classes of property located within the District for bonded
debt retirement. The levy is not subject 1o rollback provisions and is used to pay the principal and interest on
bond obligations.

The District levied 1.492 mills of property taxes on all classes of property located within the District for
sinking fund projects. The levy is not subjeet o rollback provisions and is used to pay for projects allowable
under the provisions of §1351a of the Revised School Code.

A Local Development Financing Authority is located in the District. The Authority has established a
SmartZone that captures % mills of the 18 mills from the (Non-Homestead) taxable value of certain properties.

{1]



Hancock Public Schools
Management Discussion and Analysis
For the Fiscal Year Ended June 30, 2035

Oiperating Grants Federal, State, and Local

The primary sources ar¢ the Federal Title IF1V- Part A Program and the State funded At Risk Program and
the Special Education Obligation funds required under the Headlee Amendment, State of Michigan
legislation. Both Title | and At-Risk Programs assist students who are deemed to be at risk in the instruction
process. For the 2024-2025 fiscal year, the District has utilized $150,062 of Title KI1/1V-Part A funds and
£399 362 of State Al-Risk [unds. For Discal vear 2025 the State, under the Headlee amendmient, was obligated
to remit to the District $148,384,

ENROLLMENT

The District’s 2024-2025 State aid blended membership enrollments was 560. This is a decrease of (24) full-
time equivalent students from the previous vear. Hancock Public Schools is located in Michigan's Upper
Peninsula. The area has experienced economic downturn in recent vears. As a result of this, more families
have moved from the area, The county continues to experience declining birth rates from previous years.
The decrease in enrollment is due to families moving from the area and school of choice.

Enrollment changes over the last ten years can be illustrated as follows:

Incresse
Souckert (Deonese)
Fiscal Frralmen inSiudert
Yexr (FIE) Membership(FIE)

AR5 560 (25
04 584 (26)
p. |1k 610 (4%)
A2 fi53 (30
A1 683 (15)
A0 8 (10h
1019 8 (13)
2018 1 (45)
A7 T6hH (34
16 800 ]

Student enrollment is important to the financial health of the District because state funding is based on a per
pupil formula.

11



Hancock Public Schools
Management Discussion and Analysis
For the Fiscal Year Ended June 30, 2025

CAPITAL ASSETS AND DEBT ADMINISTRATION
Capital Assets

Al the end of the fiscal year 2025, the District had $30,204,666 invested in land and building, furniture and
equipment, vehicles and buses compared to $27,372,299 at June 30, 2024, Of this amount, $13,335.705 and
$12,688,387 has been deprecinted at June 30, 2025 and June 30, 2024 respectively, Net book value totaled
$16.868,961 at June 30, 2025, and $14,683,912 at June 30, 2024, Due to budget constraints related to the
State of Michigan financial status, the ability to maintain these buildings is becoming increasingly difficult.
The millage approved by taxpayers for the Sinking Fund has helped with the difficulty of maintaining
buildings and technology in the District, The District maintains a $5,000 threshold for capitalization of assets,

Outstanding Debt at Year End

As of June 30, 2025, the District had 58,620,000 in bonds outstanding, compared to 59,515,000 at June 30,
2024. The District collects bonded debt across the total property values, Therefore, total growth in valuation

is an important element in determining the District’s ability to retire bonded debt andfor to incur additional
bond debr.

For more detailed information regarding capital assets and debt administration, please review the Notes to the
Basic Financial Statements located in the financial section of this report.

CONTACTING THE SCHOOL DISTRICT'S FINANCIAL MANAGEMENT

This report is designed to give an overview of the financial conditions of the Hancock Public Schools. For
additional detailed financial information contact:

Jeff Klein

Business Manager

Hancock Public Schools

501 Campus Drive

Hancock, MI 49930

Office Telephone (906) 487-5925

12



& COMPANY, PL.C.

ANDERSON, TACKMAN
CERTEHED PLBLIE ACCOUNTANTS

HANCOCK PUBLIC SCHOOLS
STATEMENT OF NET POSITION

Juneg 30, 2025
Giovernmscnlal
Aclivities
ARSETS:
Curnenl nowels;
Crsh ardd equivalents 5 LI9ssD4
Investments 108,941
Prepaid exponses £3.458
(ke from other governments (AL
Total curnenl assets 3 HE20.078
Moncurrem assets:
Cupital nssets 30,204 564
Accummulated depseciation [ 13,335.708)
Mt ather post emploviment benefits asso 1,385 341
Total nencurrent assets 18,154,302
TOTAL ASSETS 21,974, TR
DEFERRED OUTFLOWS OF RESOLRCES:
Fenston oulllws 1L&T4 558
(iiher post employment benefits ouffloaws 332,249
TOTAL DEFERRED OUTFLOWS OF RESOURCES 2,006,807
LIABILITIES:
Cureent liabilithes:
Agcounts payabil 352 08|
Apcrued Inbshesl A, 5D
Accnaal expenses A55, KR
Compensated abasnoes 147,986
State mid molcs payable 576,751
Bonds payable 265, 000
Mates payahle $3 833
Tesal currenit labikivies s
Moncwrrent labdlnses:
Comperaatod abeences A5
Bands payabile TH55 000
Motes payable 3ibdy, iy
Nt perslon lishility 7,394,385
Total emncurrent Fiabiilities _M
TOTAL LIABILITIES & 416,847
DEFERRED INFLOWS OF RESOURCES:
Penssan inflows 3,016,409
Other post employvmesl benefits inflows 1,813,355
TOTAL DEFERRED INFLOWS OF RESOURCES 420065
NET FOSITION:
et investment i capilal assels 7,848 462
Resirigied 1,259 645
Linrestrigted !!&?}JH!
TOTALNET POSITION b 1'3-1-i3‘.-‘3

The accompanying nobdes io the financinl stasements ane an integral part ol this stnternent,
i3



ANDERSON, TACKMAN

.:g, WBM?! P.LC.

HANCOCK PUBLIC SCHOOLS
STATEMENT OF ACTIVITIES

For the Year Ended June 30, 2025

Met (Expense) Revenue
Program Revenue and Change in Net Position
Primary Government
Fees, Fimes and Oiperating Capital
Charpes for Giranis and Giranis and Governmenial
FUMCTIONSPROGRAMS Expenses Services Contributions Contribuiions Activifies
PRIMARY GOVERNMERT:
Governmental Activities;
Instnsction £ (4.054,182) 3% - £ 157836 8 5 (3,500, 34460
Support (2088672) 36,240 - (2.052.A432)
School service (632,974) 113,338 430,544 (8092
Depreciation (647, 318) - - (647.318)
Dbt inerest, fees and expenses {436,848) (436,848}
=
TOTAL PRIMARY GOVERNMENT i?iﬂ'ﬁ?.ﬁ-ii 142,578 Hﬁ:l-!-ﬁ! - ii‘.EH.ﬂ!ﬁi
Cieneral revenues:

Property taxes 5 3,364, 860

State revenus sharing 5411,929

Unrestricied invesiment camings 14,873

{iher 560,426

Total general revenues and transfers 0,352,007

Change in net position 2,130,061

Met pasition, beginning of year, restated *
Met position, end of year

* Sec Mote 16

The accompanying ncfes to the financial statements are an integral part of this statement,

{1,395 688)

5 734,373
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HA LIC SCHOOLS

BALANCE SHEET
GOVERNMENTAL FUNDS

Jupe 30, 2025

Debt
Cieneral Service
ASSETS:
Cash and equivalents g 1,101,132 £ 2719319
Imvestmenis 108,94 -
Prepaid expenses 50,897 -
Due from other funds . 4814
Duse from other govermnments 1024911 -
TOTAL ASSETS £ 2285881 5 287,753
=== =
LIABILITIES:
Mccounts payable 5 48,159 5 - a
State aid notes pryable 576,751 :
e 1o asher funds 29,372 -
Accrued expenses 655,881 = - g
E=f -
TOTAL LIARILITIES 1,310,163 = in %
2
FUND BALANCE AND EE =
OTHER CREDIETS: >
=
Fund balances: F 2
Restricted - 287,753 EO i
Monspendable 50,897 - ¢ =
Unassigned W24 821 -
TOTAL FUND BALAMCE AND
OTHER CREDITS 975,718 287753

TOTAL LIABILITIES, FUND
BALANCE AMD OTHER 5 2245 881 5 287,753
—_———T ——
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i G642 298 % 170,462 04,758
% G2 200 £ | 70,462 94 T48
[————

£ 137850 5 142,366

157,850 142,366

S 448 28,096 Q. T58

S0 448 lﬂlﬂ% 94 758
i E"IIEW 3 170,462 94,758

E——

The accompanying notes to the financial statements are an integral part of this statement.
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HANCOCK PUBLIC SCHOOLS

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET POSITION

For the Year Ended June 30, 2025

Teal fund balances for govermmental fiends

Total net position reported for povernmental activities in the
statement of net position is different because:

Capital assets used in governmental activities are not
financial resources and therefore are not reported in the
funds. Those assets consist of

Trdal capital assels
Accumulated deprecistion

Met capital assets

Deferred outflows of resources and deferred inflows of
resources related to pensions (including other post
employment benefits - OPER) are not financial resources
and therefore are not reported in the funds. Those
TESOLNCES CONSist of

Deferred outflows of pension and OPEB resources
Deferred inflows of pension and OPER resources

Met deferred pension sources

Lomg-term  liabilities applicable 1  the Districts
governmental activities are not due and payable in the
current period and accordingly are not reported as fund
linbilities. Interest on long-term debt is not accrued in
governmental funds, bul rather is recognized as an
expenditure when duee, All lizbilities, both curremt and
long-term, are reported in the statement of net position,

Accrued intergst on long-term debt

Bonds payable

Motes payable
Compensated absences
Met OPEDR asset

Net pension liability

Total net position of governmental activities

£ 2235363

$ 30,204,666
(13,335,705)

16,868,961

2,006,807
(4,829,965)

(2,823,138)

{46,669)

{8.,620,000)
(400,499)
(368,581)

1,285,341

(7.396,385) (15,500,124)

] 734,373
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STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCE
GOVERNMENTAL FUNDS

Far the Year Ended June 30, 2025

SINVAN OSSN SRl O H3S
"2"7d ‘ANVANOD ¥
NYWNOVL ‘NOSHIANY

Deht
REVENLUES: General Service
L.ocal spurces £ 1.9254660 5 1,284 550
Siate sources 54 T6 018 -
Federal sources 157 836 -
TOTAL EEVENLIES 1539514 1,284 559
EXPEMDITURES:
Instruction:
Curment 4, 544, 566 .
Supporling services:
Current 2970278 -
Capital oulay = %
Debt service 1% ET 1,287,563
Schoo! service activities - -
TOTAL EXPENDITURES 7.859.715 1,287 663
EXCESRS I_JJI:'HE‘IEHE"'r'j
OF REVENUES OVER EXPENDITURES (300,201 ERLY]
OTHER FINAMNCING
SOURCES (LISESK
Transfers in 14,119 -
(Mher sources 157,174 =
Transfers out - =
TOTAL OTHER FINANCIMNG
SOURCES (LSES) 171,293 -
EXCESS (DEFICIENCY 1 OF REVENLUES AND OTHER
FINAMCING SOURCES OVER
EXPEMDITURES AND OTHER
FINAMCINMNG LISES HEE.WS:I 13-.HHJ
FUND BALANCE, JULY 1 1 10 626 200 85T
FUND BALANCE, JUNE 30 L oTLTIE £ 3BT, 753
—— I ]
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Capital

. Projects Special Revenue Tatal
Sinking 2023 Caphtal Fosid Siudent Covernmierital
Fund Privjects SErvice Agtivities Funds

% 164,576 5 = 5 76ER2 5 76,512 £ 3721480
- . 117,723 §,503,74]

. 430,544 SEE, 180

364,576 - 625,149 76,812 910,610

- . 4 B49 566

a - - . 2970278

147,189 2,684,052 - . 2,831,241

- = " . 1327534

= 232166 73,918 606, 154

147,189 2,684,052 532266 73,918 12,584 803
217,387 (2,684,052) 42883 28 {2.674,193)

. = 14119

& 22,271 - 179,445
- - {14,119) {14.119)

22,271 . (14,119) 179,445
217,387 (2661, 781) a9 83 {11,225) (2454, T48)

2ET Dl 2,689,877 251,707 105,983 4,730,111

5 504 448 b 28 (G 5 344,500 5 04,758 £ 215363

g —_— e

The accompanying notes to the financial statements are an integral part of this staitement.
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HANCOCK PUBLIC SCHOOLS

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

TOTHE STATEMENT OF NET POSITION
For the Year Ended June 30, 2025
Met changes in fund balances - total governmental funds

The change in net position reported for governmental activities in
the statement of activities is different because:

Governmental funds report capital outlays as expenditures. However,
in the statement of activities the cost of those assets is capitalized and
the cost of those assets is allocated over their estimated useful lives and
reported as depreciation expense. This is the amount by which capital
outlay 52,832,367 exceeded depreciation expense (5647,318), net of

The change in net deferred owtflow/inflows and pension and OPEB
liability is not reconded in the povernmental funds, Howewver, in the
statement of activities this change is recognized as an adjustment to
instruction, support and community service expenses as it relates to

Bond and loan procecds are reported as financing sources in
governmental funds and thus contribute to the change in fund balance.
In the statement of net assets, however, issuing debt increases long-term
liabilities and does not affect the statement of activities, Similarly,
repayment of principal is an expenditure in the governmental funds but
reduces the liability in the statement of net position.

& COMPANY, PL.C.

CERTIIED FUOLIC SECOUNTANTS

ANDERSON, TACKMAN

Principal repayments:
Note principal
Bond principal

Under the modified accrual basis of accounting used in governmental
funds, expenditures are not recognized for transactions that are nol
normmially paid with expendable available financial resources, In the
statement of activities, however, which is presented on the accrual
basis, expenses and liabilities are reported regardless of when financial
resources are available. In addition, interest on long-term debt is not
recognized under the modified accrual basis of accounting until due,
rather than as it accrues, This adjustment combines the following net

Compensated absences

Accrued imterest

Changes in net position of governmental activities

£ (2,494,748)

2,185,049

1,734,192

43,739
B95, 0400

{233,85T)
(4,314)

5 2,130,061
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MNOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2025

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accompanying basic financial statements of the Hancock Public Schools (“District™) have been
propared in conformity with accounting principles generally accepted in the United States of America
(GAAR) as applied to government units, as prescribed by the Governmental Accounting Standards
Board (GASB). GASB is the accepted standard-setting body for establishing governmental
accounting and financial reporting principles. The significant accounting principles and policies
utilized by the District are described below:

In June 1999, the GASB issucd Statement No. 34, Basic Financial Statements and Managenment ‘s

Discussion and Analysis for State and Local Governmenis, Certain of the significant changes in the
statement include the following:

A Management’s Discussion and Analysis section providing an analysis of the District’s overall
financial position and results of operations.

Financial statements prepared using full accrual accounting for all the District’s activities
A change in the fund financial statements to focus on the major funds.

Effective for periods beginning after December 15, 2011, GASB Statement No. 63, effective for
periods after December 15, 2012, GASB 65 amends Statement No. 34, and effective for periods
beginning after June 15, 2015, GASB Statement No. 68 an amendment of GASB Statement No. 27,
and GASB Statement No. 71 an amendment of GASB Statement No. 68. Statement No. 63 and No,
65 establish standards for reporting deferred outflows of resources, deferred inflows of resources,
and net position in a statement of financial position and related disclosures. Statements No. 68, 71
and 75 establish standards for measuring and recognizing liabilities, deferred outflows and inflows
of resources, and expense/expenditures for defined bencfit pension plans and Other Post-
Employment Benefits. Effective for periods beginning after December 15, 2019, GASB Statement
Mo, §4 establishes standards for reporting fiduciary activities. GASB Statement Mo, 87, effective for
periods beginning after June 15, 2021, establishes lease reporting standards. GASB Statement No.
96, effective for periods beginning after June 15, 2022, establishes subscription-based information
technology arrangements. GASB Statement No. 101, effective for periods beginning after December
15, 2023, establishes recognition and measurement guidance for compensated absences,

These and other changes are reflected in the accompanying financial statements (including notes to
financial statements). The District has elected to implement the provisions of the Statements,

A. Reporting Entity

In evaluating how to define the District, for financial reporting purposes, management has
considered all potential component units. The decision to include a potential component unit in
the reporting entity was made by applying the criteria set forth in GAAP, currently GASE
Statement No. 14, The Financial Reporting Entity and as amended by GASB Statement No. 61.
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HANCOCK PUBLIC SCHOOLS

MNOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2023
{Continued)
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

A. Reporting Entity (Continwed)

The criteria established by the Govermmental Accounting Standards Board for determining the
various governmental organizations o be included in the reporting entity’s Ninancial stalements
include budget adoption, taxing authority, funding, appointment of the respective governing
board, and scope of public service.

Based on the forcgoing criteria, it has been determined that there are no component units of the
Hancock Public Schools.

. ic Financial %

The District’s basic financial statements include both governmeni-wide (reporting the District as
2 whole) and fund financial statements (reporting the District’s major funds). The government-
wide financial statements categorize primary activities as either governmental or business type.
All of the District’s activities are classified as governmental activilies.

I the povernment-wide Statement of Met Position, both the governmental activities column {a)
is presenied on a consolidated basis, (b) and is reporied on a full accrual, economic resource
basis, which recognizes all long-term assets and receivables as well as long-term debt and
obligations. The District’s net poesition is reported in three parts - nel investment in capital assets;
restricted; and unrestricted.

The District first utilizes restricted resources to finance qualifying activities.

The government-wide Statement of Activitics reports both the gross and net cost of each of the
District’s functions. The functions are also supported by general government revenues (property
taxes, certain intergovernmental revenues, fines, permits and charges, etc.). The Statement of
Activitics reduces gross expenses (including depreciation) by related program revenues,
operating and capital grants. Program revenues must be directly associated with the function.
Operating grants include operating-specific and discretionary {either operating or capital) grants.

The net costs (by function) are normally covered by general revenue (property laxes, stale sources
and federal sources, interest income, elc.).

The District does not allocate indirect costs.  In creating the govemment-wide financial
stutements the District has eliminated interfund transactions.

The government-wide focus is on the sustainability of the District as an entity and the change in
the District’s net position resulting from the current year's activities,
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NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2025
(Continued)

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

C.

0.

Pension

For purposes of measuring the net pension liability, deferred outflows of resources and deferred
inflows of resources related to pension, and pension expense, information about fiduciary net
position of the Michigan Public School Employees Retirement Systems (MPSERS ) and additions
to/deductions from MPSERS fiduciary net position have been determined on the same basis as
they arc reported to MPSERS. For this purpose, benefit payments {including refunds or employee
contributions) are recognized when due and payable in accordance with the benefit terms.
Investments are reported at fair value,

Basic Financial Statements — Fund Financial Statements

The accounts of the District are organized on the basis of funds and account groups, each of
which is considered a separate accounting entity. The operations of each fund are accounted for
with a separate set of selibalancing accounts that comprise its assets, liabilities, fund balance,
revenue 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.  The various funds are grouped into generic fund types in two broad
fund categories as follows:

Cipvernmental Funds — Governmental funds are used to account for the acquisition, use and
balances of expendable financial resources and the related current liabilities, except for those
accounted for in fiduciary funds. Governmental fund types use the flow of current financial
resources measurement focus and the modified acerual basis of accounting.

General Fund — The General Fund is the primary operating fund of the District. It is used to

account for all financial transactions of the District, except those required to be accounted for in
other funds.

Special Revenue Funds - Special Revenue Funds are used to account for the proceeds of specific
revenue sources (other than expendable trusts or capital projects) that are legally restricted to
expenditures for specified purposes. The District uses the Special Revenue Fund to sccount for
the Hancock Public Schools's activity and food service.

Debi Service Funds — Debt Service Funds are used to account for the accumulation of resources
for, and the payment of, general long-term debt principal, interest, and related costs.

Capital Project Funds — Capital Project Funds are used to accoumt for the acquisition or
construction of major capital facilities (other than those financed by proprictary funds).
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MOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2025
(Continued)

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

D. Basic Financial Statements — Fund Finangial Statements (Continued)
Account Groups — Account groups are used to establish accounting control and

accountability for the District's general fixed assets and long-term obligations. The
following are the District's account groups:

General Fixed Assets — This group of accounts was established to sccount for all
general fixed assets of the District.

General Long-Term Obligations — This group of accounts has been established to
account for unmatured general long-term obligations and certain other liabilities of
the District not expected to be liquidated through the use of available expendable
financial resources,

E. Measurement Focus and Basis of Accounting

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
measurcments made regardless of the measurement focus. The government-wide statement uses
the economic resources measurement focus.

Accrual

Governmental activity in the government-wide financial statements are presented on the
accrual basis of accounting. Revenues are recognized when eamed and expenses are
recognized when incurred,

Modified Accrual

The governmental funds financial statements are presented on the modified accrual basis of
accounting. Under the modified acerual basis of accounting, revenues are recognized when
they become both measurable and available (susceptible to accrual). "Measurable” means
the amount of the transaction can be determined, and “available” means collectible within
the current period or soon enough thereafier to pay liabilities of the current period. The
District considers property taxes as available if they are collected within 60 days after the
year end. A one-year period 15 used for revenue recognition for all other governmental fund
revenues, Those revenues prone to accrual are property taxes, federal aid, interest revenue,
and charges for services.
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NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2025
(Continued)

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Measurement Focus and Basis of Accounting (Continuwed)

The District reports deferred revenue on its governmental fund balance sheet. Deferred
revenues arise when a potential revenue does nol meet both the “measurable”™ and
“available™ criteria for recognition by the Disirict before it has a legal claim to them, as
when grant monies are received prior to the incurrence of qualifying expenditures. In
subsequent periods, when both revenue recognition crileria are met, or when the government
has 2 legal claim to the resources, the liability for deferred revenue is removed from the
combined balance sheet and revenue is recognized.

Sate Foundation Revenue - For the fiscal year ended June 30, 2025, the State of Michigan
adopted a foundation grant approach which provides for a specific annual amount of revenue per
student based on a state-wide formula. In previous years, the state utilized a district power
equalizing approach. The Foundation is funded from state and local sources. Revenues from
stale sources are primarily governed by the School Aid Act and the School Code of Michigan.
The Michigan Department of Education administers the allocation of state funds to school
districts based on information supplied by the districts. For the year ended June 30, 2025, the
foundation allowance was based on 10% of the pupil membership count taken in February of
2024 and 90% taken in Oketober of 2024,

Expenditures and related liabilities are recognized when obligations are incurred as a result of
the receipt of goods and services. Modifications include:

Principal and interest on general long-term debt are recorded as fund liabilities when due,
or when amounts have been accumulated in the debt service fund for payments of principal
and interest to be made early in the following year.

Cash and Equivalents

The District's cash and cash equivalents are considered to be cash on hand, demand deposits and
shori-term investments with original maturities of three months or less from date of acquisition.
Cash and equivalent balances for individual funds are pooled unless maintained in scgregated
accounts.

. Interfund Balances and Transfers

The current portion of lending/borrowing arrangements between funds are identified as "due
to'from other funds". The non-current portion of outstanding balances between funds are
reported as "advances to/from other funds”. Advances between funds are offset by a fund balance
reserve account (o indicate that they are not available for appropriation and are not expendable
available financial resources.

Transfers represent a flow of assets without equivalent flows of assets in return or a requirement
for repayment.
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NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2023
(Continued)

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continned)

H.

Inventories and Prepaid [tems

Inventories are valued at the lower of cost (first-in, first-out) or net realizable value. Inventories
in the Special Revenue Fund consisting of expendable supplies held for consumption, are
recorded as cxpenditures when consumed rather than when purchased. Inventories for
commeodities are recorded as revenue when utilized. Certain payments to vendors reflect costs
applicable to future accounting periods and are recorded as prepaid items,

Capital Assets

Capital assets purchased or acquired are capitalized at historical cost or estimated historical cost.
Donated fixed assets are valued at their estimated fair market valee on the date received.

The ¢osts of normal maintenance and repairs that do not add to the value of the asset or materially
extend asset lives are not capitalized. Improvements are capitalized and depreciated over the
remaining useful hives of the related fixed assets,

Depreciation on all assets is provided on the straight-line basis over the estimated useful lives as
Follows:

Buildings and additions 20-50 years
Buses and other vehicles 5-10 years
Furniture and other equipment 5-10 years

The District has adopted a capitalization pelicy of $5,004.
Long-Term Debt

Long-term debt is recognized as a liability of a governmental fund when due or when resources
have been accumulated in the debt service fund for payment early in the following year. For
othver long-term obligations, only that portion expected to be financed from expendable available
financial resources is reported as a fund liability of a governmental fund. The remaining portion
of such obligations is reporied in the general long-term debt account group.

Compensated Absences

Amounts representing accumulated vacation and personal leave expected to be liguidated with
expendable available financial resources are reported as an expenditure and a fund liability of the
government fund that will pay i
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NOTES TO FINANCIAL STATEMENTS

For the Year Ended June 30, 2025
(Continued)

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

L. Property Taxes

B comate

ANDERSON, TACKMAN

Property taxes levied by the District are collected by various municipalities and periodically
remitted to the District. The taxes are levied as of December | and are due upon receipt of the
billing by the taxpayer and become a lien on the first day of the levy year. The actual due dates
are February 14, after which time the bills become delinquent and penalties and interest may be
assessed by the collecting entity. School District property tax revenues are recognized as revenue
when levied to the extent they result in curment receivables (collected within sixty days after year
end). Amounts received subsequent to August 31 are recognized as revenue when collected.

The District, along with certain other governmental units, is permitted by the Constitution of the
State of Michigan of 1963 1o levy combined taxes up to $50 per $1,000 of assessed valuation for
general governmental services other than the payment of Debt Service Fund expenses if approved
by a majority of the electors.  The District must include certain tax levies of other governmental
units located within the District, primarily the county, when determining the maximum millage
of 350 per 31,000 of assessed valuation. For the year ended June 30, 2025, the District levied
the following amounts per $1,000 of assessed valuation:

Fund Mills

General Fund - Non-Homestead | B.00
Debt Retirement fund 5.25
Sinking Fund [.492

- Unemployment Insurance

The District reimburses the Unemployment Insurance Agency (LIIA) for the actual amount of
unemployment benefits disbursed by the UIA on behalf of the District.  Billings received for
amounis paid by the ULA through June 30 are accrued.

. Fund Balance

Nonspendable fund balances represent amounts that cannot be spent either because they are in
nonspendable form or because they are legally or contractually required (o be maintained intact.
The restricted fund balances for governmental funds represent the amount that has been legally
identified for specific purposes, Commined fund balance, if any, is reported from amounts that
can be used for specific purposes pursuant to constraints imposed by formal action by the
government’s highest level of decision-making authority, the Board of Education. A formal
resalution of the Board of Education is required to establish, modify, or rescind a fund balance
commitment. Assigned fund balances represent amounts set aside by the goveming body for
specinc purposes, but do not meet the definition of restricted or committed fund balance. Under
the District’s policy, amounts may be assigned by the Business Manager under the authorization
of the Board of Education. The unassigned fund balances for governmental funds represent the
armount available for budgeting future operations.
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NOTE | - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued)

0. Budgets
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Budgets are adopted on a basis consistent with accounting principles generally accepted in the
United States of America. Annual appropriated budgets are adopted for the general and special
revenue funds. All annual appropriations lapse at fiscal vear-end. The District follows these
procedures in establishing the budgetary date reflected in the financial statements:

1. The Superintendent submits to the School Board a proposed operating budget for the
fiscal year commencing on July 1", The operating budget includes proposed
expenditures and the means of Anancing them. The level of control for the budget is at
the functional level as set forth in the combined statement of revenues, expenditures and
changes in fund balances - budget and actual - all governmental fund types.

2. Public hearings are conducted to obtain taxpayer comments.

3. Prior to July 1%, the budget is legally adopted by School Board resolution pursuant to
the Uniform Budpeting and Accounting Act (P.A. 621 of 1978). The Act requires that
the budget be amended prior to the end of the fiscal year when necessary to adjust
appropriations if it appears that revenues and other financing sources will be less than
anticipated, or so that expenditures will not be in excess of original estimates.
Expenditures shall not be made or incurred unless authorized in the budget, or in excess
of the amount appropriated. Any material expenditures in violation of the budgeting act
are disclosed in the footnotes.

4. The Superintendent is authorized to transfer budgeted amounts between major
expenditure functions within any fund; however, these transfers and any revisions that
alter the total expenditures of any fund must be approved by the School Board.

5. Formal budgetary integration is employed as a management control device during the
year for the general fund.

6. The budget as presented, has been amended. Supplemental appropriations were made
during the vear with the last one approved on June 16, 2025,

The budget for the year ended June 30, 2025 was adopted on June 17, 2024 and formally amended
al each monthly board of education meeting,

A comparison of actual results of operations to the budgeted amounts (at the level of conirol
adopted by the Board of Education) for the General Fund is presented as Required Supplementary

Information.
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NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2025
(Confinued)

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

P. Other Post-Employment Benefits:
For purposes of measuring the net OPEB hLability, deferred outflows of resources and deferred inflows
of respources related to OPEB, and OPERB cxpense, information about the fiduciary net position of the

Michigan Public School Employees Betirement Systems (MPSERS) and additions to/deductions from

MPFSERS fiduciary net position have been determined on the same basis as they are reported to

MPSERS. For this purpose, benefit payments (inctuding refunds or employee contributions) are

recognized when due and payable in accordance with the benefit terms. Investments are reported at

Fair value.

NOTE 2 - CASH AND INVESTMENTS

Cash and Equivalents
The District’s cash and equivalents, as reporied in the Statement of Net Position, consisted of the
Following:
Petty cash 5 75
Checking accounts 2,505 514
TOTAL & 2.505.609

Custodial Credit Risk, Custodial credit rsk is the risk that in the event of a bank failure, the District’s
deposits may not be returmed,  State law does not require, and the District does not have, a policy for

deposil custodial credit risk. As of June 30, 2025, the District’s deposits totaled $2,659,024, of which,
250,000 was insured by the FODIC and 32,409,024 was uninsused and uncollateralized,

Investments

MILAF 5 108,941

The District voluntarily invests certain excess funds in external pooled investment funds which included
money market funds. One of the pooled investment funds utilized by the District is the Michigan
Investment Liguid Asset Fund (MILAF). MILAF is an external pooled invesiment fund of “qualified™
investments for Michigan School districts. MILAF is not regulated nor is it registered with the SEC.
MILAF reports as of June 30, 2025, the fair value of the District’s investments is the same as the value of
the pool shares.

MILAF funds are considered external investment pools as defined by the GASB and as such are recorded
at amortized cost which approximate fair value. The MILAF fund requires notification of redemptions
prior to 14 days to avoid penalties. These funds are not subject 1o fair value disclosures.
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NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30_ 2025
(Continued)

NOTE 1 - CASH AND INVESTMENTS (Continued)

Michigan statues authorize the [dstrict to invest in bonds, other direct obligations and repurchase
agreements of the United States, centificales of deposits, savings accounts, deposit accounts or receipts of
a bank which iz a member of the FDIC, commercial paper rated at the time of purchase within the two
highest classifications established by not less than two standard rating services and matures within 270
days of date of purchase, bankers” acceptances of United Siates banks, obligations of the State of Michigan
and its political subdivisions, external investment pools, and certain mutual funds.

[nvestments are recorded at fair market valee, which is based on quoted market prices,

Custodial Credit Risk, Custodial credit risk is the risk that, in the event of the failure of the
counterparty, the District will not be able to recover the value of its investments or collateral securities
that are in the possession of an oulside party.

Interest Rare Risk. Interest rate risk is the risk that changes in interest rates will adversely afTect the
fair value of the District’s investments. The District’s investment policy does not have specific limits
in excess of state law on investment maturities as a means of managing its exposure to fair value
losses arising from increasing interest rates. The District’s investments are with the Michigan Liguid
Asset Fund. The District’s investments are not subject to interest rate risk.

NOTE 3 - CAPITAL ASSETS

A summary of changes in capital assets for the year ended June 30, 2025 follows:

Balance Balance
July 1, 2024 Additions Deletions June 30, 2025

Assatz wot subject to depreciation

Lamst £ S35 - 5 - % 574043

Comstruction in progress 442 L6 281,349 {492 460) 281,349
Assiels subject lo depreciation

Lund improvements 724,725 - < T T25

Buildings & improvemenis 23,781,368 2336122 - 26,11 7.4%)

Equipment & vehicles 1, 7686081 TOT 356 - 2476037

Vehicles 31022 - _ = 31,022
TOTALS 27273000 S$3324 827 5 (492.460) 30,204 665
Accumulated depreciation (12,688 3877 S (647318) 8 - [13,335,705)
Met capital assets 5 14683912 516,868 961

Depreciation for the year ended June 30, 2025, amounted 10 $647,318. The District determined that
it was impractical to allocate depreciation to various governmental activities as the assets serve
multiple functions.
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MOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2025
{Continued)

NOTE 4 - INTER-FUND RECEIVABLES, PAYABLES, AND TRANSFERS

Amounts due from (to) other funds represent the balance of monies due from or to other funds for
expenditures made or fund balance transfers approved. The amounts of inter-fund receivables and

payables as of June 30, 2024 are as follows:

Inter-Fund

Fund Receivahle
Food Service £ 14,558
Dbt service Rend 14414
Total 5 28372
Fund Transfer In
Creneral Fund £ 14,119

NOTE 5- NOTES PAYABLE

Statc aid anticipation note due to the Michigan Finance Authority in the amount of $576,751. The
note is secured by State Aid payments and matures August 22, 2025,

During the year ended June 30, 2025, the following changes occurred in notes payable:

Inter-Fund
Fund Fayahle
Creneral fund L1 oL I b e
Total ] 372
Fund Trans it
Activity Fund 5 B4, 019

Balance Balance
July [, 2024 Additi Repavments  June 30, 2025
Sfate Aid
Anticipation Note £593,0446 $376,751 5(393,045) £576,751

NOTE 6 - LONG-TERM OBLIGATIONS

During the year ended June 30, 2023, the following changes oceurred in long-term obligations:

Balance
July 1, 2024
20 Sooreboard Loan 5 45,238
McAfiee Ficld Loan ACH) (K0
Cieneral Obligation Bonds G 515,000
Employse Benefils:

Sick and Yacation * 134,724
Mot Penalon Liability 10,550,842
Met OPER Lisbility {L75,614)

TOTALS 3 20474150

* See Wole |6

Amoainits
Balance [rac Within
Additions RBepayments June 30, 2023 One Y ear
S (22012 % 27166 8§ 27,166
{26,667) 373,333 26667
= {555, 00 ) 630,00 Q55 (M
FRER LT - nE S8 147 986
- (3054457 7396, 385 :
, (1,009,727 {1,285,341) =
£ XNLEAT % (52N 5 1550003 0§ 1166419
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(Contimued )
NOTE 6 - LONG-TERM OBLIGATIONS (Continued)
Long-term obligations at June 30, 2025 are comprised of the following amounts:

I 2023 School Building and Site Bond due in annual installments
ranging from 5100000 - $230,000 through May 1, 2048 with

inieresy of 3 8895, 11,970,000
Z.

2014 Refunding Bonds due in annual installments ranging from

295,000 - £305,000 through May [, 2026 with interest of 3.668%, 305,000
1.

2016 Refunding Bonds due in annwsal installments ranging from
B265,000 - £2 820,000 through May 1, 2033 with interest of 4.000%. 4,345 000

4. 2022 Loan with Superior National Bank due in annual instalbments
of $22.821 though August |, 2025, with interest of 2.11% 27,166

2023 Loan with Superior Nitional Bank due in annual installments
of 326667 though July 26, 2038, with interest of 4,29%

373,333
Sick and vacation pay 8,581

Met pension labiliry T, 30,385

et OPEB liability g1, 285341}

Total Long-Term Obligadions 5 15,500,124
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NOTES TO FINANCIAL STATEMENTS

For the Year Ended June 30, 2025
(Continued)

NOTE 7 - BONDS AND LONG-TERM LIABILITIES

The annual requirements to amortize long-term obligations outstanding as of June 30, 2025 are as

follows:
Bond lssues and Teachers Pension &
Year Endad Instollment Notes Motes & Loans Poyable Sick and OPER
June 30 Pringipal Inferest Principal Interest Wacation Liahility
226 BR5000 % 356ETE 05 53,833 0§ 16502 S14T0E6 § -
27 665,000 JOE, 10 26,667 4872 ,
2038 G} HOHD 289,950 26,667 13,728 =
2029 Gl (N0 263, 20d) 26,667 12,584 - -
2030 655,000 236,600 26,667 L1440 220505 -
203 1-2035 2A45000 TI5500 133335 A0 - -
= J036-2040) 210,000 451,000 Nims 063 11,440 = -
2041-2045 | AKES () 260, 0HHD - - -
20446=2 050 G750 S 0HD - - &, 110,044
TOTALS § 8620000 S3005626 5400499 § 120606 SI6RSEL 5 6,010,044

ANDERSON, TACKMAN
& COMPANY, PL.C.
CERTFIED PUBLIC ACCOUNT

NOTE 8§ - FUND BALANCES

Dbt Service — Restricted for debt service

Food Service — Restricted for food service

Nonspendable prepaid expense

[nterest expense for the vear ended June 30, 2025 was 5405,58%,

Public Improvement — Restricted for capital improvements

Public Improvement — Restricted for capital projects

General Fund - Nonspendable prepaid expense

3l

Student Activities - Restricted for student group activities

Portions of fund balances are restricted, non-spendable, or assigned and not available for general
purposes other than fund usage as follows:

3281733

5340,029
§4.,561

$504,448
$28.0096
£94,758

$50,897
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WNOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2025
{Continued)

NOTE 9 - EMPLOYEE RETIREMENT SYSTEM - DEFINED BENEFIT PLAN

Plan Description

The Michigan Public School Employees' Retirement System (System or MPSERS) is a cost-sharing,
multiple employer, state-wide, defined benefit public emplovee reticement plan governed by the State
of Michigan (Stae) originally created under Public Act 136 of 1945, recodified and currently
operating under the provisions of Public Act 300 of 1980, as amended. Section 25 of this act
establishes the board's authority to promulgate or amend the provisions of the System. The board

consists of twelve members - eleven appointed by the Governor and the State Superintendent of
Instruction, who serves as an ex-officio member,

The System’s pension plan was cstablished by the State to provide retirement, survivor and disability
benefits o public school employees. In addition, the System’s health plan provides all retirees with

the option of receiving health, prescription drug, dental and vision coverage under the Michigan
Public School Employees” Retirement Act (1980 PA 300 as amended),

The System is administered by the Offce of Retirement Services (ORS) within the Michigan
Department of Technology, Management & Budget. The Department Director appoints the Office
Divector, with whom the general oversight of the System resides. The State Treasurer serves as the
investment officer and custodian for the System.

I'he System’s financial statements are available at www michigan.gov/orsschools.

Benefits Provided

Benefit provisions of the defined benefit penzion plan are established by State statwte, which may be
amended. Public Act 300 of 1980, as amended, establishes eligibility and benefit provisions for the
defined benefit {DB) pension plan. Depending on the plan option sclected, member retirement
benefits for are determined by final average compensation, vears of service, and a pension fuctor
ranging from 1.23 percent to 1.50 percent. DB members are eligible 10 receive a monthly benefit
when they meet certain age and service requirements. The System also provides disability and
survivor benefits to DB plan members,

A DB member plan member who leaves Michigan public school employment may request a refund
of his or her member contributions to the retirement system account if applicable. A refund cancels
a former member’s rights to future benefits, However, retuming members who previously received a
refnd of their contributions may reinstate their service through repayment of the refund upon
satisfaction of cerain requirements.
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HANCOCK PUBLIC SCHOOLS

NOTES TO FINANCIAL STATEMENTS
For the Year Ended Junc 30, 2025
(Continued)

NOTE 9 - EMPLOYEE RETIREMENT SYSTEM - DEFINED BENEFIT PLAN (Continued)

Contributions

Employers are required by Public Act 300 of 1980, as amended, 1o contribute amounts necessary to
tinance the coverage of active and retired members. Contnbution provisions are specified by State
statute and may be amended only by action of the State Legislature

Employer contributions to the System are detenmined on an actuarial basis using the entry age normal
actuanal cost method. Under this method, the actuarial prezent value of the projected benefits of each
imdividual included in the actuarial valuation is allocated on a level basis over the service of the
individual between entry age and assumed exit age. The portion of this cost allocated to the current
valuation year 15 called the normal cost. The remainder is called the actuanial acerued liability. Mormal
cost 15 funded on a current basis. The unfunded (overfunded) actuarial accrued liability as of the
September 30, 2023 valuation will be amortized over a | S-year beginning October 1, 2023 and ending
Sepiember 30, 2038,

Ihe schedule below summarizes pension contribution rates in effect for fiscal vear ended
Seplember 30, 2024,

Pension Contribution Rates

Henelit Structure Wlember I ||||H-|'.|.'
Hasic (0 - 4.0 23.03%
Member Investment Plan 3.0 - 7.0% 23.03%,
Pension Plus 3.0 - 6.4% 19 878G
Pension Plus 2 G, 2% 20,1085
Drefined Contribution ] ey | 3.54)%

Required contributions o the pension plan from the District were 31,263,098 for the vear ended
Seplember 30, 2024
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(Continued)

NOTE 9 - EMPLOYEE RETIREMENT SYSTEM - DEFINED BENEFIT PLAN (Continued)

Pension Liabilitics, Pension Expense, and Deferred Outflows of Resources and Deferred
Inflows of Resources Related to Penzions

Al June 30, 2024, the District reporied a lability of §7.396,385 for its proportionate share of the
MPSERS net pension lability. The net pension liability was measured as of September 30, 2024, and
the total pension liability used to calculate the net pension liability was determined by an actuarial
valuation rolled forward from September 2022, The District’s proportion of the net pension liability
wits determined by dividing each employver’s statutorily required pension contributions to the system
during the measurement period by the percent of pension contributions required from all ;,|m|§~:i.|.,|k.
emplioyers during the measurement period. At September 30, 2024, the District’s proportion was
LU0 1530 percent, which was an increase of 000002386597 percent from its proportion measured
as of Seplember 30, 2023,

& COMPANY, PL.C.

For the year ended June 30, 2025, the District recognized pension expense of $270.345, At June 30,
_E( 2025, the District reported deferred outflows of resources and deferred inflows of resources related
3 0o pensions from the following sources:
@ el rred Delerred
i Lt ows asl Do M 1)
a2
g Hesourees Resomirees
E
8 Difforences between actial and ex pected S 200 GG LR0.363
EXPErience
Changes of Assumptions 7117 541.921
Met ditference between projected and actual - 1.411,544
garmings on pension plan investments
Changes in proportion and differences 27378 982,781
between Emplover contributions and
proportionate share of contributions

Employer contributions subsequent o the 675,39 -
measurement date

Toal $1.674 558 S5.01 6,600




& COMPANY, P.L.C.
CEMTIFED PUBLMS ACSIRINTANTS

ANDERSON, TACKMAN

HANCOCK PUBLIC SCHOOLS

NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2025
{Continued)

NOTE 9 - EMPLOYEE RETIREMENT SYSTEM - DEFINED BENEFIT PLAN (Continued)

Pension Liabilities, Pension Expense; and Deferred Ouitflows of Resources and Deferred
InMows of Kesources Related to Pensions (Continued )

Contributions subsegquent (o the measuremvent date reporied as deferred outflows of resources related
o pensions resulting from emplover contributions subseqguent to the measurement date will be
recopnised us o reduction of the net pension liability in the year ended June 30, 2026, Other amorints
a5 deferred outflows of resources and deferred inflows of resources related to pensions will be
I-\'_'Ll.:l__;_!:'.l?L':| n PENEI0N EXpense as ||,.'|,'|-.|r||;-;| i ha table o the follosw i|1!_l| puge

Preferregd (Do tow i wmdl Ircfereead  dailfhow of Hesowrees
b Yo i Do Be BRecovniseil in Future Pension

Expomsies]

Yoo Fogline s (L ERIE] [T Jn Lo

2025 $135.915
126 S274.270)
2027 $(758.772)
2028 fi444.024)

Actuarial Azssumplions

Prajections of benefits for financial reporting purposes are based on the subtantive plan {the plan as
understood by the employer and plan members) and include the types of benefits provided at the time
of each valuation and the historical paltern l'-r'h||.1r||'|._,'_ of benefil cosis between the .,-mpl-:_'r_-. croandd |'||,|-|
members to that point. The actuarial methods and assumptions used include techniques that are
designed 1o reduce the ¢ffects of short-term volatility in actuarial accrued labilitics and the actuarial
value of assets. consistent with the long=term perspective of the calculations

Additional information as of the latest actuarial valuation follows on the next page
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NOTE 9 - EMPLOYEE RETIREMENT SYSTEM - DEFINED BENEFIT PLAN {Continued)
Actuarial Assumptions (Continoed)

Summary of Actuarial Assumptlions

Waluation Date: September 30, 2023
Actuarial Cost Method: Entry Age, Monmal
Wage Inflation Rate: 2.75%

Inwestment Rate of Return:

= MIP and Basic Plans {Mon-

Hybrid): 6.00% net of investment expenses
= Pension Plus Plan; B.00% met of mvestment expenses
- Pepsion Plus 2 Plan: B.00% met of invesiment expenses

2.75-11.55%, including wage inflation at

Projected Salary [ncreases: =
qaj ry lncreases 2 75%

Cost-of-Living Pension 3% Annual Non-Compounded for MIP

Adjustments: Members

Mortality: Retirees: PubT-2010 Male and Female Retiree Mortality
Tables scaled by |18% for males and 1 16%: fior
females and adjusted for moriality improvements
using projection scale MP-2021 from 2010.

PubT-2010 Male and Female Employee Mortality
l'ables scaled 100% and adjusted for mortality
improvements using projection scale MP-2071
from 2010,

Active Members:

&1
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(Continuecd)

NOTE 9 - EMPLOYEE RETIREMENT SYSTEM - DEFINED BENEFIT PLAN (Continucd)

Summary of Actuarial Assumptions (Continued)
I|I-:'ll'l_"\.

" _-f-.'.u.'.ln'lrr.l'J-'.lr.l q’.'III|.|'.|.|53t"'L oy & resnll of an EXENE RO -.."|.'.;|f|. _II"-.I.-' e Jr.l|_-'r','r.-\.;|' ey 1 .I_Fjr'.-_.,u_-,_-'h 222
herve been adopled by the System for use in the anrual prevsion vedotions beginning with
the September 30, 2023 valwnion, The tatal pension liahility as of September 30, 2024, is
besedd on the resuley af an actwariol valuation date of Seprember 30, 2023, and roffed
forward using generally accepted octwnrial procedures, including the experience study

w H-.-.-..l,;_-'ul.".-'rsn _,"'l.'”-:!-llr for Tarbilitres 15 the rVEeragre I |:"|l.'u'.:'."rn' FERMIIRERE Service (ives of
afl emplovees in vears: 4,461 2 for mon-wmiversity employers

o Recoenition perivd for assets i peors 5 50000

o Full actuarial assumprions are available in the 2024 MPSERS Comprehenyive Anmual
Fingrcial Repoer fovrd on the ORS website af wanw, michigon, goviorssehools

Long-Term Expected Hetura on Plan Asseis

Mhe long-term expected rte of return on pension plan investments was determined using a building
block method in which best-estimate ranges of expected future real rates of return {expected returns.
net of pension plan investment expense and inflation) are developed for each mapor assel ¢lass, These
ranges are combined 1o produce the long-term expected rate of return by weighting the expected
future real rates of retum by the target asset allocation percentage and by adding expected inflation.
Best estimates of anthmetic real rates of return for each major asset class included in the pension
plan’s target assel allocation as of Seplember 30, 2024, are summarized in the following table;

Divarmsestin B gisity Foals 505G 53%

L Altermative Dvvesiment Pools 6.0 g )

Ingernaticnal Eguity 150 ]

Fixed [ncome Pools 150 r.

Reesl Estnie mnd [nfrmsgrictiene Poals 10 7.1

Ahsolule Kefum Pools Y] 53

Hieal RetumOpporiunistic Pools (bl ]

Stwart Tenn Invesiment Poals i 1.4

TOTAL LB -

Bl oamp dprm Fple of el does et iaclude 2 2% fnfloionm
4

37




ANDERSON, TACKMAN
& COMPANY, PL.C.
CERTIFED PUBLIC ACCOANTANTS

ANCOCK PUBLIC SCHOOLS

MNOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2025
{Contimied)

NOTE 9 - EMPLOYEE RETIREMENT SYSTEM - DEFINED BENEFIT FLAN (Continued)

Kate of Return

For the fiscal year ended September 30, 2024, the annual money-weighted rate of retum on pension
plan investment, net of pension plan investment expense, was 15.47%. The money-weighted rate of
retumn expresses investment performance. net of investment expense, adjusted for the changing
amounts actually mvested.

Digscount Rale

A discount rate of 6.00% was used to measure the total e Ion liakii iy 6.5 for the Pension Flus
plan, 6.00% for the Pension Plus 2 plan provided through non-university employers only). This
discount rate was based on the long term expected rate of return on pension plan investments of
6. R (6.0 0% for the Pension Plus plan, 6.00% lor the Pension Plus 2 plan), The projection of cash
flows used 1w determing this discount rate assumed that plan member contributions will be made at
the current contribution rute and thar employer contributions will be made at rates equal 1o the
difference between actuanally determined coniribution rates and the member rate. Based on these
assumptions, the pension plan’s fiduciary net position was projected to be available to make all
projected future benefit payments of current plan members. Therefore, the long-term expected rate
of retum on pension plan investmenis was applied to ali periods of projected benefit payments 1o
determine the total pension lrability

sensitivity of the District’s proportionate share of the net pension liability to changes in the
discount rate

| hax bl bow Mg prescns the Distrsct’s proparlionate share of the net I::n;'l'.:.i-;-n ||;|_|1|||I:'_-. calculated wsing
the discount rate of 6.00% {6.00% For the Pension Plus |'l|.:||I &.00%4 tor the Pension Plus 2 p-|5||| b HS
well as what the District’s proportionate share of the net pension liability would be if it were

calculated using a dizcount rate that is | percenitigs pomit loweisr ot | perceniage |l|:_'|:|'._'::

Cerrent Ssmel | "% Incireasa

Ihiscount Haic i |
'l,'-n|||||||| i1
1

S10,.843,179 37,396,385 $4.526,265

Michigan Public School Employees” Reticement System (MPSERS) Fiduciary Net Position

Detailed information about the pension plan’s fiduciary net position is available in the separately
imaned MPSERS CAFR; avatlable on the ORS website at www michigan.goviorsschools,

8
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NOTE 10 - POSTEMPLOYMENT BENEFITS OTHER THAN PENSIONS (OPEB)

Plan Description

The Michigan Public School Employees’ Retirement System {System or MPSERS) is a cost-sharing,
multiple employer, state-wide, defined benefit public employce retirement plan governed by the Siate
of Michigan (State) originally crested under Public Act 136 of 1945, recodified and currently
operating under the provisions of Peblic Act 300 of 1980, as amended. Section 23 of this act
catablishes the board's avthority to promulgate or amend the provisions of the Syvstem. The board
consists of twelve members— cleven appointed by the Governor and the State Superintendent of
Instruction, who serves as an ex-officio member

Ihe System’s health plan provides all eligible retirees with the option of receiving health, prescription
drug. dental and vision coverage under the Michigan Public School Employvees” Retirement Act
(1980 PA 300 as amended).

The System is administered by the Office of Retirement Services (ORS) within the Michigan
Department of Technology, Management & Budget. The Department Director appoints the Office
Director, with whom the general oversight of the System resides, The State Treasurer serves as the
investment officer and custodian for the System,

The System’s financial stalements are available al www.michigan.goviorsschools

Benefits Provided

Bestefit provisions of the postemployment healthcare plan are established by State statute, which may
b amended. Public Act 300 of 1980, as amended, establishes eligibility and benefit provisions.
Retirees have the option of health coverage, which, through 2002, was funded on a cash disbursement
busis. Beginning fiscal year 20103, it is funded on a prefunded basis. The System has contracted to
provide the comprehensive group medical, prescription drug, dental and vision coverage for retirees
and bencficiaries. A subsidized portion of the premium is paid by the System with the balance
deducted from the monthly pension of each retiree healthcare recipient. For members who first
worked before July 1. 2008, (Basic, MIP-Fixed, and MIP Graded plan members) the subsidy is the
maximum allowed by statute. To limit future liabilities of Other Postemployment Benefits, members
who first worked on or after July 1, 2008 (MIP-Plus plan members) have a graded premium subsidy
based on career length where they acerue credit towards their insurance premiums in retirement, no
0 exceed the maximum allowable by statute, Public Act 300 of 2012 sets the maximum subsidy at
B0% beginning January [, 2013; %0% for those Medicare eligible and enrolfed in the insurances as of
that date. Dependents are cligible for healthcare coverage if they meet the dependency requirements
sel forth in Public Act 300 of 1980, as amended.

Public Act 300 of 2012 granted all active members of the Michigan Public School Employees
Retirement System, who camed service credit in the 12 months ending September 3, 2002 or were
on an approved professional services or military leave of ahsence on September 3, 2002, a voluntary
election regarding their retirement healtheare. Any changes to a member's healthcare benefit are
effective as of the member’s transition date, which is defined as the first day of the pay period that
begins on o after Febroary [, 2013.

i
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NOTE 10 - POSTEMPLOYMENT BENEFITS OTHER THAN PENSIONS (OPER) (Continued)
Benefits Provided { Continwed §

Under Public Act 300 of 2012, members were given the choice between continuing the 3%
contribution o retiree healthcare and keeping the premium subsidy bencfit descnibed above, o
choosing not o pay the 3% contribution and instead opting out of the subsidy benefit and becoming
a participant in the Personal Healthcare Fund (PHF). a portable, tax-deferred fund that can be used 1o
pay healthcare expenses in retirement. Participants in the PHF are automatically enrolled in o 2%
employee contribution into their 437 account as of their transition date, eaming them a 2% emplover
match into a 401(k) account. Members wha selected this option stop paying the 3% contribution to
retiree healthcare as of the day before their ransition date, and their prior coniributions were
deposited into their 4i01{K} sccoumn

Contributions

Employers are required by Public Act 300 of 1980, as amended, 1o contribute amounts necessany o
finance the coverage of active and retired members. Contribution provisions ane specified by State
statuic and VY b amended iy |1} action of the State Legislature

Employer OPEB contributions to the System are determined on an actuaral basis using the entry age
normal actuarial cost method, Under this method, the sctuarial present value of the projecied benefirs
of each individual included in the actuarial valuation is allocated on a level basis over the service of
the individual between entry age and assumed exit age. The portion of this cost allocated to the current
valuation year 15 called the normal cost. The remainder is called the actuarial accrued liability, Mormal
cost 15 funded on a current basis. The unfunded (overfunded) actuarial scerued huabil by as of the
September 30, 2023 valuation will be amortized over a 15-year period Beginning October [, 2023
and ending Seplember 30, 2038

ANDERSON, TACKMAN
& COMPANY, P.L.C.
CERTIFIED PUBLIC. ACCOUNTANTS

e schedule below summarizes OPEDR contribution rates in efTect for fiscal vear ended Seplember
30, 2024

CHPPE B C ot ribertioin Faies

HWemwe il Srociure L Eangaloves

Universities Maon-
Universities

Premium Subsidy 3.00% 1.53% 8.31%
Personal (. (%% {0.0H1% T.06%
Healthcare Fund

(PHF)

Required contributions to the OPEB plan from the Disirict were $248.207 for the vear ended
September 30, 2024
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NOTE 10 - POSTEMPLOYMENT BENEFITS OTHER THAN PENSIONS (OPER) (Continued)

OFPEB Liahilities, OPER Expense, and Deferred Outflows of Resources and Deferred [nflows
of Resources Helated o OPER

Al June 30, 2025, the District reported a liability of $(1,285,341) for its proportionate share of the
MPSERS net OPEB liability. The net OPERB lbility was measured as of September 30, 2024, and
the total OPER liability used 1o calculate the net OPEB liability was determined by an actuarial
valuation rofled forward from September 2022, The District’s proportion of the net OPEB liabiliny
was detcrmined by dividing each employer’s statutorily required OPEB contributions 1o the -;:..51.;_-:-.:
during the measurcment period by the percent of OPEB contributions required from all applicabie
emplovers during the measurement period. At September 30, 2024, the District’s proportion was
0.0029861 | 2 percent, which was a decrease of 0.00001 18267 percent from its proportion measured
as of October 1, 2023

For the year ending June 30, 2025, the District recognized OPEB expense of $(519,462). At June 30,
2025, the District reported deferred outflows of resources and deferred inflows of resources related
te OPEB from the following sources

efervel Deferred Tnflows

o s ol il Besanrees

Hesnurees

Differences between actual and expected £- $1.362.069
ExpeErience

Changes of Assumptions 280,737 12,268

Met difference between projected and actual 243,330
carnings on OPEBR plan investments

Changes in proporion and differences between 32060 175,680
emplover contributions and proportionate share of
contributiens

Employer contributions subsequent to the (9,443 .
measurement date

Total §312.249 3813356

o of e

Contributions subsequent to the measurement date reported as deferred outflows of resources related
to OPEB resulting from employer contributions subsequent to the measurement date will be
recognized as a reduction of the net DPEB hability in the vear ended June 30, 2026, Other amounts
reported as deferred outflows of resources and deferred inflows of resources related 1o OPEB will be
recognized in OPEB expense follows on the next page.
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NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2025
(Continued)
NOTE 10 - POSTEMPLOYMENT BENEFITS OTHER THAN PENSIONS (OPER) (Continued)

OPEB Liabilities, OPEB Expense, and Deferred Outllows of Resources and Deferved Inflows
of Resources Related to OPEB (Continwed)

e Fer ] o Dol o ) s Deferredd Ol Naw ol Besoinrees by Y e

{To Be Recogntzed in Foture OFFE B Fypenses

2005 ${454,459)
2026 £{290,178)
2027 IA9RIZTY
2028 $(266,648)
20249 F145,600)
Thercafler (25,905

Actuarial Assumplions

Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as
understood by the employer and plan members) and include the types of benefits provided at the time
of each valuation and the historical pattern of sharing of benefit costs between the employer and plan
members o that point. The actuarial methods and assumptions used include techniques that are
designed to reduce the effects of short-term volatility in actuarial accrued liabilities and the actuarial
value of assets, consistent with the long-term perspective of the calculations.,

Additional mformanon as of the latest actuarial valuation follows

Summary of Actuarial Assumptions

YValuation [Xate: Seplember 30, 2023
Actuanal Cost Method: Entry Age, Monmal
Wage Inflation Rate: 2.75%

Investment Rate of Return: 6.00% net of investment expenses

2.75-11.55%, including wage

Projected Salary lncreases: : : .
! & inflation at 2.75%

Pre-65: 7.25% Year | graded to
Healthcare Cost Trend Rate: 3.5% Year 15

Posi-65: 6.50% Year | praded to
3.5% Year 15
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NOTE 10 = POSTEMPLOYMENT BENEFITS OTHER THAN PENSIONS (OPEB) (Continued)

Full actuarial assumptions are available in the 2024 MPSERS Comprehensive Annual Financial Report
Soumel on the ORS website af www.michigan. gowarsschoals,

HANCOCK PUBLIC SCHOOLS

NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2025
(Continued)

Actuarial Assumptions (Continued)

Morality: Retirees: PubT-20010 Male and Female Retiree
Monality Tables scaled by 116% for males
and 116% for females and adjusted for
mortalily improvements using projection scale
MP-2021 from 2010,

. PubT-2010 Male and Female Employvee
Active Members: Muortality Tables scaled 100% and adjusted for

morality improvements using projection scale

MP-2021 from 2010,

Other Assumptions:

Oipt-Ohut Assumptions 21% of eligible participants hired before July
I, 2008 and 308% of those hired after June 30,
2008 are assumed to opt out of the retiree
health plan

Survivor Coverage 80% of male retirees and 67% of female
retirees are assumed to have coverages
continuing after the retiree’s death

1455 of male and 60%% of female futuee retiress
Coverage Election at Retirement  are assumed 1o elect coverage lor | or more
dependents

Newes!

Assumption changes as a resull of an experience study for the period 2007 thraugh 2022 have been
adopted by the System for use in the aomual pension valuations beginning with the September 30, 2023
valwation. The total OPER liability as of September 30, 2024, is based on the results of an actwarial
valwation date of September 30, 2023, and rolled forward using generally accepted actuarial
procedures, ncluding the experience study.

Recognition period for liabilities is the average of the expected remaining service fives of all
emplayees in veary, 6.2834 for non-university emplovers

Recognition period for assets in years Is 5.0000
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NOTE 10 - POSTEMPLOYMENT BENEFITS OTHER THAN PENSIONS (OPEB) (Continued)

Long-Term Expecied Beturn on Plan Assets

Fhe long-term expected rate of return on OPER plan investments was determined using a huihhng-
block method in which best-estimate ranges of expected future real rates of return (expected returns,
net of OPEB plan investment expense and inflation) are developed for each major asset class. These
ranges are combined o produce the long-lerm expected mte of return by weighting the expected
future real rates of return by the target asset allocation percentage and by adding expected inflation.
Best estimates af anthmetic real rates of return for each major asset class included in the OPER plan’s
target assel allocation as of September 30, 2023, are summarized in the following table:

Long Term Fapoctod

asgl { lass Fawoer Ao mtion Eeal Bae of Return

-

é 3.5_ Domestic Equity Pools 25,004 5.3%

() - g

i'.‘ g‘t e Alternabivie Investment Pools 16,0 Qry

zd § _

3 = [International Equity 15.0 .5

£

a E Fixed Income Pools 13.0 2.0

= 8
Feal Estate and Infrastructure Pools 100 7.1
Absolute Return Pools 9.0 L2
Real Retum//Opportunistic Pools 100 6.9
Short Term Investment Pools 2.0 |4
TOTAL 1HLO s

' OHE-IEFIm FOfes of relfire ore nel -.l_,".;|||'-r.lr.'.r.l,--.,l'r|'.q'.-1'r' EAPERSES a2, 3% tnflation

Rate of Return
For the fiscal vear ended September 30, 2024, the annual money-weighted rate of rcturn on OPEB

plan investment, net of QPEB plan investment expense, was 15.45%. The money-weighted rate of
return expresses invesiment performance, net of investment expense, adjusted for the changing
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(Continuwed)

NOTE 10 - POSTEMPLOYMENT BENEFITS OTHER THAN PENSIONS (OPER) (Continued)
iscount Kate

A discount rate of 6.00%% was used to measure the total OPED liability. This discount rate was based
on e lomg-term expected rate of return on OPEB plan investments of 6 00%5. The projection of cash
flows used to determine this discount rate assumed that plan member comnbutions will be made at
the current contribution rate and that employer contributions will be made at rates equal 1o the
difference between actuarially deteemined contribution rates and the member rate. Based on these
assumplions, the CYPERB I"l|.||'.'1. r'll.|u;,.'|:|.|"'r ({5 | position wias |:r|_:_i|,,'|;f,;:|,| {0 be available to make all
projected future benefit payments of current plan members. Therefore, the long-term expected rate
of return on OPEE plan investments was applied to all periods of projected benefit payments to
determine the total OPER lability

Sensitivity of the District’s proportionate share of the net OPER liability to changes in the
dizcount rate

Ihe following presents the District’s proportionate share of the net OPEB liability calculated using
the discount rate of 6.00%%, as well as what the District’s proportionate share of the net OPED liability
would be if it were calculated using a discount rate that is | percentage point lower or | percentage
Mighver

I Dhecremse 2000, Current Discownt Bate GulMI®s 1 %% Do rease 70005

BU93.332) 31.285.341) $1.537.823)

Sensitivity of the District’s proportionate share of the net OPEB liability to Healtheare Cost
Trend Hate

Ihe following presemts the District’s proportionate share of the net OPEB Lability caleulated using
assumed trend rates, as well as what the District’s proportionate share of net OPEB hability would
be il it were calculated using a trend rate that is |-percentage-point lower or |-percentage-point

higher

% Dhecriisd Current Healtheare Cost Trenl 1% Incresss

Lanli

$(1.537.825) M 1,285.341) 5(1,014,554)
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NOTE 10 - POSTEMPLOYMENT BENEFITS OTHER THAN PENSIONS (OPER) (Continued)
OPEB Plan Fiduciary Net Position

Dictailed information about the OPEB plan’s fiduciary net position is available in the separately
issued 2024 MPSERS CAFR, available on the ORS website at www._michigan goviorsschools.

NOTE 11 - 403(b) RETIREMENT PLAN

The District has a 403(b) plan which is a qualified tax sheltered annuity plan for the benefit of eligible
employees. The plan itsclf is administered by the District with a plan year ending December 31
Participants can invest in annuity contracts or custodial accounts which invest in mutual funds. The
District is not required to make contributions. Distributions are governed by [RS regulations.

NOTE 12 - RISK MANAGEMENT

The District is exposed to various risk of loss related to torts; thett of, damage to, and destruction of
assels; errors and omissions: injuries 1o employces; and natural disasters. The District participated
in two distinet pools of educational institutions within the State of Michigan for selfinsuring property
and casualty and workers’ disability compensation, The pools are considered public entity risk pools.
The Dhstrict pays annual premiums to each pool for the respective insurance coverage. In the event
a pool's total claims and expenses for a policy year exceed the total normal annual premiums for said
year, all members of the specific pool's policy year may be subject 1o special assessment Lo make up
the deficiency. Each of the pools maintain reinsurance for claims in excess of $500.000 for each
occurrence with the overall maximum coverage being unlimited. The District has not been informed
of any special assessments being required. Settled claims have not exceeded this commercial
coverage in any of the past three fiscal years. The District continues to carry commercial msurance
for other risks of loss, including employee health and accident insurance.

NOTE 13 - USE OF ESTIMATES

The preparation of financial statements in conformity with accounting principles generally accepted
in the United States of America requires management 1o make cstimates and assumptions that affect
the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities al the

date of the financial statements and the reported amounts of revenues and expenses during the
reporting period.  Actual resulis could differ from those estimates,

NOTE 14 - SIGNIFICANT ESTIMATES

Included in Motes 9 & [0 is a summary of the emplovee retirement plan and OPER provisions and
actuarial assumptions. The actuarial assumptions are very critical to the computation of the actuarial
determined liabilities of the plan. IF the assumptions differ from actual results annual contributions
to the defined benefit plan and OPEB can substantially change.
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NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2025
(Continued)

NOTE 15 - SINKING FUND COMPLIANCE

The Capital Projects Fund includes activities funded with sinking fund tax dollars issued after May

1, 1994, For this capital project, the District has complied with the applicable provisions of §135la
of the Revised School Code,

NOTE 16 - CHANGE IN ACCOUNTING PRINCIPALS & PRIOR PERIOD ADJUSTMENT

Governmental Accounting Standards Board Statement 101, Compensated Absences, is effective for
periods beginning afier December 15, 2023, The objective of this Statement is to betier meet the
information needs of financial statement users by updating the recognition and measurement
guidance for compensated absences. That objective is achieved by aligning the recognition and
measurement guidance under a unificd model and by amending cerain previously required
disclosures. This statement establishes the requirement for compensated absences be recognized for
(1) leave that has not been used and (2) leave that has been used but not yvet paid in cash or settled
though noncash means.

Beginning net position as previsouly reporied 5 (1333927

Adjustment for GASE 101 (61,761 )

Beginning nel postion us comected 5 [ 1,395 658)
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HANCOCK PUBLIC SCHOOLS

SCHEDULE OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES - BUDGET AND ACTUAL

GENERAL FUND

For the Year Ended June 30, 2025

REVENLES:
Local sources
Siate sources
Federal sources

TOTAL REVEMUES

EXPENDITURES:
Instruciion
Supporling senvices
Dbt service

TOTAL EXPENDITURES

EXCESS (DEFICIENCY)
OF REVENUES OVER EXPENDITURES

OTHER FINANCING
SOLRCES (LISES):
Payments received from other
governmental untls
Transfers In
Chher sources

TOTAL OTHER FINAMCING
SOURCES [USES)

EXCESS OF REVEMUES AND OTHER
FINAMCING SOURCES OVER
EXPENMDITURES AND OTHER
FINAMCING USES

FUND BALANCE, JULY 1

FUMD BALANCE, JUNE 30

Actual
{Budgetary
ed Amounts Basis)

Chriginal Final| [ See Mot 1) Variance

§ L73I50% 85 1916740 8 1925660 £ B920

5,297,067 5471811 SATE018 4,205

124,508 147,836 57,836 10,000

7,155,084 7.536,380 7552514 23,125
4,564,173 4,916,334 4,849 366 (66, TaR)
2,724,070 2,001,857 2,970,278 (21,579

39,871 39,871 %871 -
7,328,114 7,948 62 7859715 {BE.347}

{173,030) (11,673} {300, 2001 ) 1147
THGTS 100, D0 14,119 (95,881)

A 3 157,074 157,174

TO67S | 10,000 171,293 h1,253

(93,255) {301,673 ( 128,908) 72,765

1,104,626 I, 104,626 1,104,626 -

5 1,011,271 £ BO29S3 2§ 9757018 § 172,765
e ——— —

The accompanying notes 1o the financial statements &re an integral part of this statement.
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percentage of ntal pofisios
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ANDERSON, TACKMAN
& COMPANY, PLC.

CENTFIED PUmLIc ANTS

EDS 4, | b ™

SCHEDULE OF THE REPORTING UNIT'S PROPORTIONATE SHARE OF THE SET PENSION LIARILITY
MICHIGAN PUBLIC SCHOOL EMPLOYEES RETIREMENT FLAN
LAST 10 FISCAL YEARS {Amounts were desermuned a8 of 9730 of each Niscal year)

2024 L AL L) 2020 2019 s

D002 1% {1 O 260% QLO34ET 0.03472% 00 5444%; 1.03564% 0.00678%

§ 7396385 510550842 513013013 § RI208M 5 LiEMRIRS 5 NDBOQAIS % Nasa9% %

§ 50407 § 3085775 0§ 3331323 § 3198288 § Lo 5 1034184 8 1125617 §

234 KX 41.92% 193 6% 257 28% 19 3T ELER S B 353.75%

T4.E1% 6 30 BT TeePs .T1% G031% 52 36%

The accompanying noges to the financial staberherts ane an integral pan of this satement.
al

27 e 0 00

L0365 00T Q03T15%

GARS S § 9352980 % 9007 9TH

3070258 § 3060813 5§ 3324283

JI2.21% A El% 2L 16%

64.21% L ERR LE b
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REQUIRED SUPPLEMENTARY IN N

SCHEDULE OF THE REPORTING UNIT'S CONTRIBLUTIONS
MICHIGAMN FUBLIC 3CHOOL EMPLOYEES RETIREMENT PLAN
LAST 10 FISCAL YEARS {Amounts were determined as of &30 of ench fiscal year)

1025 1024 LLPE] 1022 021 2020 9 2018

A, Stalubarily required contrbutions S1L23098 S0, 174885 S10B6727 S1042600 % 46438 § SRSTIE S SIEET) % 554 18R
B. Contributions in relation to statutorily

reguired contribulions® SL23I008 S1074885 S1086727 S10426101 5§ 6438 5§ 555728 % SIRETD 5§ 55418
C. Contribuiion deficiency {excessh 5 - % - 5 - ] - 3 - 3 - ¥ - 3
[k Reporting unkt's coversd-

emplovee payroll $£3207309 S3,063295 S3093663 S3260260 S3050500 S3064.566 $1024620 § 3.009281
E. Contributions & a percentage of

coverad-employee payroll 19.38% 37.14% 38.36% 31.89% 3.23% 18.46% 17.82% 17.82%

* Contribulions in relatbon o statuterily required contributions are the contributbons an employer actually made w the Svsem, as distinet from the slatmorily
required contribulions,

The pccompanying nodes b0 the finencial ssatemenss are an integral parl of this stalement.
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£ 59872 8 BIRIW

¥ (363} 3
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SCHEDULE OF THE REPORTING UNIT'S PROPORTIONATE SHARE OF THE NET OPER LIABILITY

. Reporiing unit's proprtion
of net OIPEB liabality (%)

. Reporting unit's proporionate
share of net OPEB liability

: F.-Epur!ing unit's covered-
emmployee pavroll

. Repodting unit's proportionate
share of netl OPEB liability as
a percentage of its covered-
employee payroll (3a)

1. Plan fiduciary net position as a

percentage of total OPER
liabiliry

MICHIGAN FUBLIC SCHOOL EMPLOYEES RETIREMENT PLAM
LAST 10 FISCAL YEARS { Amounts wene determingd as of 9I0 of each fiscal Ear)

2025 2024 2023 2021 2021 2020 2019 2018 2017

0.02986%  0.031034% 0034396 D03543% (0342 5% 03485% LLELEE L 0.03698%

S(1,285341) 5 (175,604) & TIEZIG6 5 S40.776 5 LEMTIR 5 2500773 5 IL925.097 §F 3275038

£ 3149778 53085775 $3331323 S319528% 5 30305010 & 3004184 5 3125617 § 31070258

-4 81%% -5.09% 21 B6%%s 16.92% 6, 54% B2.45% 93 58% 105 6T

L43.96% 105.72% E3.00% E87.33% 59.44% 48.46% 42 B5% 36.39%%

The accompanying nobes to the financial statements are an integral pant of this staterment,
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SCHEDULE OF THE REPFORTING UNIT'S OPEB CONTRIBLTIONS
MICHIGAN PUBLIC SCHOOL EMPLOYEES RETIREMENT PLAN
LAST 10 FISCAL YEARS (Amounts were determined as of 67340 of each fiscal year)

2027 11 2035 plirL] 2023 2033 20%1 L] 2019 pLE]

A Swwitorily required OPEB contributions 248207 § 241830 S5 261.51% 5 263003 5 241968 5 244036 5§ 36101 F 226683
B. OPEB contributions tn relation 1o statutorily

required contributhons® 248207 § 241830 § 2461929 3 263003 5§ 241968 3 244036 5 136201 § 26,681
C. Contribution deficiency (excess) 5 - 5 = 3 = % - & - 3 - 5 « 3
0. Reporting unit's covensd-

employee payroll J207389 83163295 S30934663 S3269260 S3I030510 33064566 53024620 5 3009281
E. OPEB contribulions as a percentage afl

covered-employes payroll 7. 7455 7 6455 g47% R.04% T.0R% 7 0655 7.819% T.2084

* Contributions in relation to stiutorily required OPEB comtributions are the contribations an employer actuall made to the OPEB Plans, as distinet from the
stanidortly required contributions.

The accompanying notes to the fnancial statements ane an tegral pan of this saement.
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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 Education
Hancock Public Schools
Hancock, Michigan

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and standards applicable to financial audits contained in Government Awditing Standards issued
by the Comptroller General of the United States, the governmental activitics, each major fund and each
fiduciary fund type of the Hancock Public Schools as of and for the year ended June 30, 2025, and the
related notes to the financial statements, which collectively comprise Hancock Public Schools’s basic
financial statements, and have issued our report thereon dated October 30, 2025,

Report on Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considercd Hancock Public
Sehools’s internal control over financial reporting (internal control) as a basis for designing audit
procedures that are appropriate in the circumsiances for the purpose of expressing our opinions on the
financial statements, but not for the purpose of expressing an opinion on the effectivencss of Hancock
Public Schools's internal control. Accordingly, we do not express an opinion on the effectiveness of
Hancock Public Schools’s internal control,

A deficiency in imtermal conirol exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, 1o 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 i% a reasonable possibility that a material misstatement
of the entity”s financial statements will nol 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 intemal contrel was for the limited purpose described in the Girst 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 intemal control that we consider to be material weaknesses. However, material
weaknesses or significant deficiencics may exist thal were not identifed.
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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
(Contimued)

Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Hancock Public 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 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 Govermment Auditing Standards.

Purpose of this Report

The purpose of this report is solely 1o 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 entity’s intermal
control or on compliance. This report is an integral part of an audit performed in accordance with
Government!  Auwditing Stemdardy in considering the entity’s internal control and compliance.
Accordingly, this communication is not suitable for any other purpose.

&Mu@&‘-ﬂﬂtlé. %4

ANDERSON, TACKMAN & COMPANY, PLC
Certified Public Accountants
[ron Mountain, Michigan

Cctober 30, 2025
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Cretober 340, 2025

To the Hoard of Education
Hancock Public Schools

We have audited the financial statements of the governmental activities and each major fund of the Hancock Public
Schools for the year ended Junc 30, 2025. Professional standards require that we provide you with information
ubout our responsibilities under generally accepted auditing standards and Crovernment Awfiting Standards as well
as certain information related to the planned scope and timing of our audit. We have communicated such
information in our letter o you dated October 10, 2025, Professional standards also require that we communicate o
wvou the following information related w our audit.

nificant Auodit Findin
Chealinuive Aspects of Accownting Pracifces

Management is responsible for the selection and use of appropriate accounting policies. The significant accounting
policies used by Hancock Public Schools ane described in Mode | to the financial stalements. The Hancock Public
Schools changed accounting policies related o compensated absences by adopting Statement of Governmental
Accounting Standards (GASB statement) No. 101, Compensated Absences in 2025, We noted no transactions
entered into by Hancock Public Schools during the year for which there is a lack of authoritative guidance or
consensus. All significant transactions have been recognized in the financial statements in the proper period.

Accounting estimates arc an integral part of the financial statements prepared by management and are based on
management’s knowledge and experience about past and current events and assumptions about future cvents.
Certain accounling estimates are parlicularly sensitive because of their significance to the Dinancial statements and
because of the possibility that future events aftecting them may differ significantly from those expected. The most
sensitive estimate affecting the District’s financial statements was:

Management’s estimate of the sick, vacation, and personal time used in the subsequent year is based
on a three-year estimate of sick, vacation, and personal time utilized. We evaluated the methods,
assumptions, and data used to develop the estimate of the sick, vacation, and personal time used in the

subsequent vear in defermining that it is reasonable in relation to the Nnancial statements taken as a
whole,

The fMinancial statement diselosures are neutral, consistent, and clear,

Difficulties Encowstered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing and completing our audit.

201 E. HUGHITT, IRCN MOWNTAIN, MICHIGAH 48801  PHOMNE (B08) TP4-4300  FAX (906) 774-5628



Hancock Public Schools
Fapge 2

Cowrrected grud Uncorrecied Misslatements

Professional standards require us o accumulate all known and likely misstatements identified during the andit, other
than those that are inivial, and communicate them to the appropriate level of management. Management has
corrected all such misstatements, In addition, none of the misstatements detected as a result of audit procedures and
comected by management were material, either individually or in the aggregate, to cach opinion unit’s financial
slatements taken as a whole.

i Wil i
For purposes of this letter, a disagreement with management is a financial accounting, reporting, or awditing matter,
whether or not resolved to our satisfaction, that could be significant to the financial statements or the auditor’s
roport. We are pleased to report that no such disagreements arose during the course of our audit.
Monagement Represeniations

We have requested certain representations from management that are included in the management representation
letter dated Octlober 30, 2025,

Management Consultations with (ther Independent Accountarnts

In some cases, management may decide to consult with other accountanis aboutl awditing and accounting matlers,
similar to obtaining a “second opinion™ on certain siluations. If a consultation involves application of an accounting
principle to Hancock Public Schools °s linancial statements or a determination of the type of auditor’s opinion that
may be expressed on these statements, our professional standards require the consulling accountant 1o check with us
to determine that the consultant has all the relevant facts. To our knowledge, there were no such consultations with
other accountants.

Cllver Andis Findings or {svues

We generally discuss a variety of maners, including the application of accounting principles and auditing standards,
with management each year prior to retention as the governmental unit's auditors, However, these discussions
occurred in the normal course of our professional relationship and our responses were not a condition to our
retention.

i fer.

We applied certain limited procedures to the MD&A, budgetary comparizon schedule - general fund, and pension
and OPEB schedules, which are required supplementary information (RS0 that supplements the basic financial
statements, Our procedures consisted of inquiries of management regarding the methods of preparing the
information and comparing the information for consistency with management’s responses o our inguiries, the basic
financial statements, and other knowledge we obtained during our audit of the basic financial statements. We did
not audit the RSI and do not express an opinion or provide any assurance on the R51.
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Restriction on LUse

This information is intended solely for the use of the Board of Education and management of the Hancock Public
Schools and 15 not intended to be and should not be used by anyone other than these specified parties.

Very truly yours,

ANDERSON, TACKMAN & COMPANY, PLC
By: Shane M. Ellison, CPA, PC

i

Shane M. Ellizon, President
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