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INDEPENDENT AUDITORS' REPORT ON THE SCHEDULE OF EXPENDITURES OF FEDERAL
AWARDS REQUIRED BY THE UNIFORM GUIDANCE

January 27, 2026

Board of Trustees
Bay de Noc Community College
Escanaba, Michigan

We have audited the financial statements of the business-type activities and the discretely presented
component unit of Bay de Noc Community College (the "College") as of and for the year ended
June 30, 2025 and the related notes to the financial statements, which collectively comprise the
College's basic financial statements. We issued our report thereon dated November 11, 2025, which
contained unmodified opinions on those financial statements. Our audit was conducted for the
purpose of forming opinions on those financial statements that collectively comprise the basic
financial statements. We did not audit the financial statements of the Bay de Noc Community
College Foundation, the discretely presented component unit. Those statements were audited by
other auditors whose report thereon has been furnished to us, and our opinion, insofar as it relates
to the amounts included for the Bay de Noc Community College Foundation, is based solely on the
report of the other auditors. The accompanying schedule of expenditures of federal awards is
presented for purposes of additional analysis as required by Title 2 U.S. Code of Federal Regulations
Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal
Awards (Uniform Guidance) and is not a required part of the basic financial statements. Such
information is the responsibility of management and was derived from and relates directly to the
underlying accounting and other records used to prepare the basic financial statements. The
information has been subjected to the auditing procedures applied in the audit of the financial
statements and certain additional procedures, including comparing and reconciling such information
directly to the underlying accounting and other records used to prepare the basic financial
statements or to the basic financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America. In our
opinion, the schedule of expenditures of federal awards is fairly stated, in all material respects, in
relation to the basic financial statements as a whole.
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BAY DE NOC COMMUNITY COLLEGE

[l schedule of Expenditures of Federal Awards
For the Year Ended June 30, 2025

Assistance
Listing
Federal Agency / Cluster / Program Title Number
U.S. Department of Education
Student Financial Assistance Cluster:
Federal Supplemental Educational Opportunity Grant
2023/2024 Grant Year 84.007
2024/2025 Grant Year 84.007
Federal Work-Study Program
2024/2025 Grant Year 84.033
Federal Pell Grant Program
2023/2024 Grant Year 84.063
2024/2025 Grant Year 84.063
Federal Direct Student Loans
2023/2024 Grant Year 84.268
2024/2025 Grant Year 84.268
Total Student Financial Assistance Cluster
TRIO Cluster:
TRIO Student Support Services
2024/2025 Grant Year 84.042A
Career and Technical Education - Basic Grants
to States:
Regional Allocation 84.048A
Local Leadership 84.048A
Total U.S. Department of Education
U.S. Department of Agriculture
Higher Education - Institution Challenge Grants Program
2024/2025 Grant Year 10.217
U.S. Department of Treasury
COVID-19 - Coronavirus State and Local Fiscal
Recovery Funds:
ADN-to-BSN Completion Grant Program 21.027
Michigan Reconnect Age Expansion Grant 21.027
Academic Catch-Up Program 21.027
MCCA Reconnect Marketing Grant Program 21.027

Total U.S. Department of Treasury
Total Expenditures of Federal Awards

See notes to schedule of expenditures of federal awards.

Passed
Through

Direct
Direct

Direct

Direct
Direct

Direct
Direct

Direct

MDE
MDE

MSU

LEO
MILEAP
MCCA
MCCA

Pass-through /

Grantor Number

PO07A231980
P0O07A241980

P033A241980

P063P231624

P063P241624

P268K241624

P268K251624

P042A200604

253510
253250

2020-70003-32298

SLFRP0O127
SLFRPO127
SLFRP0127
SLFRP0127

Federal
Expenditures

$ 18,547

$

70,029
88,576

160,079

47,118
3,441,224

3,488,342

18,200

2,561,409

2,579,609

6,316,606

375,352

200,920
9,196
210,116

6,902,074

36,043

542,644
257,908
41,738
9,800

852,090

7,790,207



BAY DE NOC COMMUNITY COLLEGE

I Notes to Schedule of Expenditures of Federal Awards

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accompanying schedule of expenditures of federal awards (the "Schedule") includes the federal grant
activity of Bay de Noc Community College (the "College") under programs of the federal government for
the year ended June 30, 2025. The information in this Schedule is presented in accordance with the
requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements,
Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance). Because the Schedule
presents only a selected portion of the operations of the College, it is not intended to and does not present
the net position, changes in net position or cash flows of the College.

Expenditures reported on the Schedule are reported on the accrual basis of accounting, which is described
in Note 1 to the College's financial statements. Such expenditures are recognized following the cost
principles contained in the Uniform Guidance or other applicable guidance, wherein certain types of

expenditures are not allowable or are limited as to reimbursement. Pass-through entity identifying
numbers are presented where available.

10% DE MINIMIS COST RATE

For purposes of charging indirect costs to federal awards, the College has not elected to use the 10 percent
de minimis cost rate as permitted by §200.414 of the Uniform Guidance.

ADJUSTMENTS AND TRANSFERS

The College funded $15,546 of the 2023/2024 Emergency FSEOG and $1,800 of the 2024/2025 Emergency
FSEOG that is a part of the Federal Supplemental Educational Opportunity Grant (84.007) by transferring it
out of the 2023-2024 and 2024-2025 Federal Work-Study Programs (84.033), respectively.

PASS-THROUGH ENTITIES

The College receives certain federal grants as subawards from non-federal entities. Pass-through entities,
where applicable, have been identified in the Schedule with an abbreviation, defined as follows:

Pass-through

Entity
Abbreviation Pass-through Entity Name
LEO Michigan Department of Labor and Economic Opportunity
MCCA Michigan Community College Association
MDE Michigan Department of Education
MILEAP Michigan Department of Lifelong Education, Advancement, and Potential
MSU Michigan State University
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INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

November 11, 2025

Board of Trustees
Bay de Noc Community College
Escanaba, Michigan

We have audited, in accordance with the auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing
Standards issued by the Comptroller General of the United States, the financial statements of the
business-type activities and the discretely presented component unit of Bay de Noc Community
College (the "College"), as of and for the year ended June 30, 2025, and the related notes to the
financial statements, which collectively comprise the College's basic financial statements, and have
issued our report thereon dated November 11, 2025. The financial statements of Bay de Noc
Community College Foundation (the "Foundation"), the College's discretely presented component
unit, were not audited in accordance with Government Auditing Standards.

Our report includes a reference to other auditors who audited the financial statements of Bay de
Noc Community College Foundation, as described in our report on the College's financial statements.
This report does not include the results of the other auditors' testing of internal control over
financial reporting or compliance and other matters that are reported on separately by those
auditors.

Report on Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the College's
internal control over financial reporting (internal control) as a basis for designing audit procedures
that are appropriate in the circumstances for the purpose of expressing our opinion on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the College's
internal control. Accordingly, we do not express an opinion on the effectiveness of the College's
internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent,
or detect and correct misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control such that there is a reasonable possibility that a
material misstatement of the entity's financial statements will not be prevented, or detected and
corrected on a timely basis. A significant deficiency is a deficiency, or a combination of deficiencies,
in internal control that is less severe than a material weakness, yet important enough to merit

attention by those charged with governance. S
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Our consideration of internal control was for the limited purpose described in the first paragraph of
this section and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies and therefore, material weaknesses or significant
deficiencies may exist that have not been identified. Given these limitations, during our audit we did
not identify any deficiencies in internal control that we consider to be material weaknesses. We did
identify a certain deficiency in internal control over financial reporting, described in the
accompanying schedule of findings and questioned costs , as item 2025-001, that we consider to be
a significant deficiency.

Report on Compliance and Other Matters

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

College's Response to Finding

Government Auditing Standards requires the auditor to perform limited procedures on the College's
response to the finding identified in our audit which is described in the accompanying schedule of
findings and responses. The College's response was not subjected to the auditing procedures applied
in the audit of the financial statements and, accordingly, we express no opinion on it.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
College's internal control or on compliance. This report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the entity's internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.
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INDEPENDENT AUDITORS' REPORT ON COMPLIANCE FOR THE MAJOR FEDERAL PROGRAM
AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE

January 27, 2026

Board of Trustees
Bay de Noc Community College
Escanaba, Michigan

Report on Compliance for the Major Federal Program

Opinion on the Major Federal Program

We have audited the compliance of Bay de Noc Community College (the "College") with the types of
compliance requirements identified as subject to audit in the OMB Compliance Supplement that could
have a direct and material effect on the College's major federal program for the year ended June 30,
2025. The College's major federal program is identified in the summary of auditors' results section of the
accompanying schedule of findings and questioned costs.

In our opinion, the College complied, in all material respects, with the types of compliance requirements
referred to above that could have a direct and material effect on its major federal program for the year
ended June 30, 2025.

Basis for Opinion on the Major Federal Program

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

We are required to be independent of the College and to meet our other ethical responsibilities, in
accordance with relevant ethical requirements relating to our audit. We believe that the audit evidence
we have obtained is sufficient and appropriate to provide a basis for our opinion on compliance for the
major federal program. Our audit does not provide a legal determination of the College's compliance
with the compliance requirements referred to above.
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Responsibilities of Management for Compliance

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

Independent Auditors' Responsibilities for the Audit of Compliance

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

In performing an audit in accordance with GAAS, Government Auditing Standards, and the Uniform
Guidance, we:

Exercise professional judgment and maintain professional skepticism throughout the audit.

Identify and assess the risks of material noncompliance, whether due to fraud or error, and design
and perform audit procedures responsive to those risks. Such procedures include examining, on a
test basis, evidence regarding the College's compliance with the compliance requirements referred
to above and performing such other procedures as we considered necessary in the circumstances.

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

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



Other Matters

The results of our auditing procedures disclosed instances of noncompliance, which are required to be
reported in accordance with the Uniform Guidance and which are described in the accompanying
schedule of findings and questioned costs as item 2025-002. Our opinion on the major federal program
is not modified with respect to this matter.

Government Auditing Standards require the auditor to perform limited procedures on the College's
responses to the noncompliance findings identified in our compliance audit described in the
accompanying schedule of findings and questioned costs. The College's responses were not subjected to
the other auditing procedures applied in the audit of compliance and, accordingly, we express no
opinion on it.

Report on Internal Control Over Compliance

Our consideration of internal control over compliance was for the limited purpose described in the
Independent Auditors' Responsibilities for the Audit of Compliance section above and was not designed
to identify all deficiencies in internal control over compliance that might be material weaknesses or
significant deficiencies in internal control over compliance and therefore, material weaknesses or
significant deficiencies may exist that were not identified. We did not identify any deficiencies in internal
control over compliance that we consider to be material weaknesses. However, as discussed below, we
did identify a certain deficiency in internal control over compliance that we consider to be a significant
deficiency.

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their
assigned functions, to prevent, or detect and correct, noncompliance with a type of compliance
requirement of a federal program on a timely basis. A material weakness in internal control over
compliance is a deficiency, or combination of deficiencies, in internal control over compliance, such that
there is a reasonable possibility that material noncompliance with a type of compliance requirement of
a federal program will not be prevented, or detected and corrected, on a timely basis. A significant
deficiency in internal control over compliance is a deficiency, or a combination of deficiencies, in internal
control over compliance with a type of compliance requirement of a federal program that is less severe
than a material weakness in internal control over compliance, yet important enough to merit attention
by those charged with governance. We consider the deficiency in internal control over compliance
described in the accompanying schedule of findings and questioned costs as item 2025-002 to be a
significant deficiency.

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

Government Auditing Standards require the auditor to perform limited procedures on the College's
responses to the internal control over compliance findings identified in our audit described in the
accompanying schedule of findings and questioned costs. The College's responses were not subjected to
the other auditing procedures applied in the audit of compliance and, accordingly, we express no
opinion on the response.



Purpose of this Report
The purpose of this report on internal control over compliance is solely to describe the scope of our

testing of internal control over compliance and the results of that testing based on the requirements of
the Uniform Guidance. Accordingly, this report is not suitable for any other purpose.
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BAY DE NOC COMMUNITY COLLEGE

[ schedule of Findings and Questioned Costs
For the Year Ended June 30, 2025

SECTION | - SUMMARY OF AUDITORS' RESULTS

Financial Statements

Type of report the auditor issued on whether
the financial statements audited were prepared

in accordance with GAAP: Unmodified
Internal control over financial reporting:
Material weakness(es) identified? yes
Significant deficiency(ies) identified? X yes
Noncompliance material to financial statements noted? yes
Federal Awards
Internal control over major programs:
Material weakness(es) identified? yes
Significant deficiency(ies) identified? X yes
Any audit findings disclosed that are required
to be reported in accordance with
2 CFR 200.516(a)? X yes
Identification of major programs and type of auditors'
report issued on compliance for the major program:
Assistance Listing Number Name of Federal Program or Cluster
84.007, 84.033, 84.063, 84.268 Student Financial Assistance Cluster
Dollar threshold used to distinguish
between Type A and Type B programs: S 750,000
Auditee qualified as low-risk auditee? X yes

10

no

none reported

no

no

none reported

no
Type of Report
Unmodified

no



BAY DE NOC COMMUNITY COLLEGE

[ schedule of Findings and Questioned Costs
For the Year Ended June 30, 2025

SECTION Il = FINANCIAL STATEMENT FINDINGS
2025-001 - Internal Controls Over Financial Applications (repeat finding)
Finding Type. Significant Deficiency in Internal Control Over Financial Reporting

Criteria. The College should have controls in place over financial applications to identify the IT risks arising
from the use of third-party service providers, and also to review user accounts and entitlements for in-scope
financial applications.

Condition. The in-scope third-party application's Systems and Organization Controls ("SOC") Reports (SOC1
Type 2) have not been obtained and reviewed to assess the controls in place within the vendor's IT
environments to mitigate risks and ensure that Information Technology General Controls ("ITGCs") are
adequately designed, tested, and operating effectively at the service organization. Additionally, management
has not reviewed the SOC report to understand its responsibilities within the report's Complementary User
Entity Controls ("CUECs") section to ensure processes/controls have been appropriately instituted, to ensure
there are no carve outs or limitations on the usage of the SOC report, to ensure no exceptions are noted
within SOC reports that may have a direct impact on management's data or use of the application, and to
ensure no additional risk arising from the use of Sub-Service providers. We also observed that the in-scope
users and their roles/access rights have not been obtained and reviewed to assess the appropriateness of
access retained by users in the system.

Cause. The condition above appears to be caused by a lack of a defined process to identify IT risks and ensure
mitigating controls are in place, while also lacking a defined process to review user accounts and
entitlements for in-scope financial applications.

Effect. As a result of this condition, the College could have heightened risks based on exceptions noted in
third-party application SOC reports that may have a direct impact on management's data or use of the
application. Additionally, the College is at a greater risk of allowing improper access to its applications by
users that should no longer have access to reports and application systems.

Recommendation. We recommend the College implement a defined process to obtain and review third-
party service providers' SOC 1 reports on an annual basis. Additionally, the College should implement a
defined process to review user accounts and entitlements for in-scope financial applications.

View of Responsible Officials. Management will further clarify procedures to detail the annual process, in
response to this recommendation. In April each year, and as a requirement when vetting new financial
services vendors, the Director of IT will request and review the appropriate SOC reports for third-party
vendors providing in-scope financial services. SOC 1 Type 2 reports will be requested for financial reporting,
whereas SOC 2 Type 2 reports are requested for information security reporting. In addition, management will
assign an independent review process for user accounts and entitlements to ensure the risk of improper user
access is reduced to an acceptable level.
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BAY DE NOC COMMUNITY COLLEGE

[ schedule of Findings and Questioned Costs
For the Year Ended June 30, 2025

SECTION Ill - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS
2025-002 - Noncompliance with Enrollment Status Change Reporting

Finding Type. Immaterial Noncompliance/Significant Deficiency in Internal Control over Compliance (Special
Tests & Provisions).

Program. Student Financial Assistance Cluster; U.S. Department of Education; Assistance Listing Numbers
84.007, 84.033, 84.063, 84.268; Award Numbers PO07A231980, P0O07A241980, P033A241980, P063P231624,
P063P241624.

Criteria. Per 34 C.F.R. §685.309 and NSLDS Enrollment Reporting requirements, institutions must report
accurate and complete student enrollment status changes to the National Student Loan Data System (NSLDS)
within 60 days of becoming aware that a student's enrollment status has changed.

Condition. During our testing of enrollment status change reporting, we noted one instance in which a
student's status change was not reported to NSLDS within 60 days.

Cause. The delay occurred because the student was assigned a different coding structure within the College's
system due to their foreign student status. This coding difference resulted in the student being excluded
from the standard status-change reporting process, causing the change to be overlooked when NSLDS
reporting was performed.

Effect. As a result of this condition, the College was out of compliance with enrollment reporting
requirements.

Questioned Costs. No costs are required to be questioned as a result of this finding, inasmuch as no
unallowable expenditures were noted.

Recommendation. We recommend the College review and update its enrollment reporting processes to
ensure that all students, including those with unique or foreign-student coding, are captured in routine
status-change monitoring and NSLDS reporting procedures. The College should implement controls to detect
nonstandard coding and ensure that all enrollment changes are identified and reported within required
federal timelines.

View of Responsible Officials. Management agrees with the finding and has updated internal reports and
review procedures to ensure all student types are included in enrollment reporting workflows. Management

has prepared a corrective action plan.
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BAY DE NOC COMMUNITY COLLEGE

I summary Schedule of Prior Audit Findings
For the Year Ended June 30, 2025

2024-001 - Internal Controls Over Financial Applications

The in-scope third-party application's Systems and Organization Controls (SOC) Reports (SOC1 Type 2) had not
been obtained and reviewed to assess the controls in place within the vendor's IT environments to mitigate risks
and ensure that Information Technology General Controls (ITGCs) were adequately designed, tested, and
operating effectively at the service organization. Additionally, Management had not reviewed the SOC report to
understand its responsibilities within the report's Complementary User Entity Controls (CUECs) section to ensure
processes/controls had been appropriately instituted, to ensure there were no carve outs or limitations on the
usage of the SOC report, to ensure no exceptions were noted within SOC reports that may have a direct impact
on Management's data or use of the application, and to ensure no additional risk arising from the use of Sub-
Service providers. We also observed that the in-scope users and their roles/access rights had not been obtained
and reviewed to assess the appropriateness of access retained by users in the system. As a result of this
condition, the College was at a greater risk of allowing improper access to its applications by users that should
no longer have access to reports and unwarranted IT-related misstatements caused by third-party service
providers. This matter was repeated at 2025-001.

2024-002 - Cost of Attendance Input Error

There was an input error in the summer transportation component of the cost of attendance calculation.
Instead of the on-campus students being designated with their own rate ($405), it was instead set to "All
students 2023-2024." As a result of this condition, eight students received more aid than they were eligible to
receive, resulting in loan adjustments of $2,858. This matter has been corrected during the current year.

2024-003 - Michigan Reconnect Expansion Calculation Error

The amount of scholarship a student is eligible to receive from the Michigan Reconnect Expansion grant is
dependent on the total cost of tuition and fees as well as other financial aid received (Pell and Tuition Restricted
Scholarships). When performing the calculation, the College mistakenly included tuition related to welding
programs in with the fees. As a result of this condition, two students' scholarship calculations were incorrect,
resulting in an overpayment of $3,054 to those students. This matter has been corrected during the current
year.

2024-004 - Michigan Reconnect Expansion Refund Calculation Error
The student development fees and the technology fees that were required to be included in the scholarship
refund calculation were missed for one student. As a result of this condition, one refund calculation for the

grant was incorrect, resulting in an underpayment of $752. This matter has been corrected during the current
year.
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BAY DE NOC COMMUNITY COLLEGE

I summary Schedule of Prior Audit Findings
For the Year Ended June 30, 2025

2024-005 - Untimely Report Submission
The Academic Catch-Up program quarterly reports were not submitted timely by required deadlines. As a result
of this condition, two of the four quarterly reports submitted in fiscal year 2024 were after the required

deadline. This matter has been corrected during the current year.
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