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We are pleased to submit this report, which summarizes the results of our audit and other matters
that we believe would be of interest to you.

Services Provided and in Process
In accordance with our engagement letter, AHP provided the following services:
Audit Services:
Annual Audit — Completed
Nonaudit Services:

Assistance with drafting the financial statements — Completed

Preparation of the State of Michigan Form F-65 and related forms — Completed

We have reviewed the services provided and confirm that we are independent of the Village of
Lake Orion (Village).

Results of the Audit

The audit was conducted in accordance with auditing standards generally accepted in the United
States of America, and included such tests of the accounting records and such other auditing
procedures as we considered necessary for the purpose of expressing an opinion on the financial
statements.

The following summarizes various matters of interest noted during our audit:

Significant Risks

As noted in our scope letter dated August 12, 2025, we identified certain areas as having
significant risks related to the potential of a material misstatement. We audited each of those
significant risks with audit procedures designed to mitigate those risks. Based on our procedures
performed, we noted no matters that need to be communicated to you.

Andrews Hooper Pavlik PLC is a member of Allinial Global, an association of legally independent firms.



Net Pension and OPEB Liability

The Village’s net pension obligation decreased approximately $109,000. The primary cause
of this increase is related to investment income during 2025. The plan’s funded status
increased from approximately 65% to 67% as a result of that investment income.

The Village’s net Other Post-Employment Benefit (OPEB) liability increased approximately
$25,000. The OPEB plan’s funded status improved to approximately 23% during 2024.

Water and Sewage System Bond

During the current year, the Village issued Water and Sewage Disposal System bonds totaling
$3,650,000. The bonds were issued at a premium of $211,733, which will be amortized to
interest over the life of the bonds. Issuance costs associated with the bonds approximated
$152,000.

Adopted Accounting Standards

GASB Statement No. 101, Compensated Absences

This standard updates previously existing guidance for recognizing and measuring compensated
absences. It requires that liabilities for compensated absences be recognized for (1) leave that has
not been used and (2) leave that has been used but not yet paid in cash or settled through noncash
means. A liability should be recognized for leave that has not been used if (a) the leave is
attributable to services already rendered, (b) the leave accumulates, and (c) the leave is more
likely than not to be used for time off or otherwise paid in cash or settled through noncash
means.

Liabilities for certain types of compensated absences—including parental leave, military leave,
and jury duty leave—will not be recognized until the leave commences. Generally, the liability
will be measured using an employee’s pay rate as of the date of the financial statements. For
governmental funds, expenditures will be recognized for the amount that normally would be
liquidated with expendable available financial resources.

« Leave is attributable to services already rendered when an employee has performed the
services required to earn the leave.

« Leave that accumulates is carried forward from the reporting period in which it is earned to a
future reporting period during which it may be used for time off or otherwise paid or settled.

o In estimating the leave that is more likely than not to be used or otherwise paid or settled, a
government should consider relevant factors such as employment policies related to
compensated absences and historical information about the use or payment of compensated
absences.

Effect on the Village: Implementation of the standard did not have a significant impact on the
Village’s recorded compensated absence liability balances as of June 30, 2025.



GASB Statement No. 102, Certain Risk Disclosures

This statement affects governmental entities when circumstances make a government vulnerable
to a heightened possibility of loss or harm.

This statement requires governments to disclose essential information about risk related to
vulnerabilities due to certain concentrations or constraints. Concentrations and constraints may
limit a government's ability to acquire resources or control spending.

A concentration is a lack of diversity related to an aspect of a significant inflow or outflow of
resources and a constraint is a limitation imposed on a government by an external party or by
formal action of the government's highest level of decision-making authority. Disclosures
should include a description of the known concentration or constraint; events associated with the
concentration or constraint that could cause substantial impact if the event has occurred; and
actions taken by the government to mitigate the risk.

Effect on the Village: Implementation of the standard did not result in any additional footnote
disclosures within the Village’s financial statements.

Future Accounting Standards

Below is a selection of recent GASB standards that may apply to future periods.
GASB Statement No. 103, Financial Reporting Model Improvements

This GASB statement improves and clarifies certain information for several areas as listed below
and 1s effective for fiscal years beginning after June 15, 2025.

e Management’s discussion and analysis
Unusual or infrequent items

e Presentation of the proprietary fund statement of revenues, expenses, and changes in fund
net position

e Major component unit information

e Budgetary comparison information

Effect on the Village: This will affect the Village’s financial statements in some areas, but the
degree of change is not known at this time.

GASB Statement No. 104, Disclosure of Certain Capital Assets

This GASB statement requires certain types of capital assets to be disclosed separately in the
capital assets note disclosures required by GASB Statement No. 34, Basic Financial
Statements—And Management's Discussions and Analysis—For State and Local Governments.

Assets recognized by GASB Statement Nos. 87 Leases, 94 Public-Private and Public-Public
Partnerships and Availability Payment Arrangements, and 96 Subscription-Based Information
Technology Arrangements and other intangible assets should be disclosed separately by major
class of underlying asset in the capital assets note disclosures. This statement also requires
additional disclosures for capital assets held for sale. This statement is effective for fiscal years
beginning after June 15, 2025.



Effect on the Village: This could affect the Village’s footnote disclosures, but the degree of
change is not known at this time.

Required Communications with Village Council

This section discusses our responsibilities under AICPA Professional Standards Section 260, The
Auditor’s Communication with Those Charged with Governance. The following excerpts from
that standard describe the specific matters required to be communicated to you and our responses
thereto:

Our Responsibility under U.S. Generally Accepted Auditing Standards

The auditors’ standard report emphasizes that an audit conducted in accordance with auditing
standards generally accepted in the United States of America is designed to provide reasonable,
but not absolute, assurance that the financial statements are free of material misstatement and in
conformity with accounting principles generally accepted in the United States of America (U.S.
GAAP). Our report dated December 23, 2025 follows this format. Because of the concept of
reasonable assurance, and because we did not perform a detailed examination of all transactions,
there is a risk that material errors, irregularities, or illegal acts, including fraud and defalcations,
may exist and not be detected by us.

Our responsibility, as described by our professional standards, is to express an opinion about
whether the financial statements prepared by management with your oversight are fairly
presented, in all material respects, in conformity with U.S. GAAP. Our audit does not relieve
you or management of your responsibilities.

As part of the audit, we considered the internal control of the Village. Such considerations were
solely for the purpose of determining our audit procedures and not to provide any assurance

concerning internal control.

Planned Scope and Timing of the Audit

We performed the audit according to the planned scope previously communicated to you in our
scope letter dated August 12, 2025. No matters came to our attention during our audit that
resulted in a change to our timing or scope of our procedures.

Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. In
accordance with the terms of our engagement letter, we will advise management about the
appropriateness of accounting policies and their application. The significant accounting policies
used by the Village are described in Note 1 to the financial statements. Other than GASB 101,
no new accounting policies were adopted and the application of existing policies was not
changed during the year. We noted no transactions entered into by the Village during the year
for which there is a lack of authoritative guidance or consensus. There are no significant
transactions that have been recognized in the financial statements in a different period than when
the transaction occurred.



Accounting estimates are 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 events. Certain accounting estimates are particularly sensitive because
of their significance to the financial statements and because of the possibility that future events
affecting them may differ significantly from those expected. The most sensitive estimates
affecting the financial statements were:

o Useful lives of fixed assets
o Estimate of net pension liability
o Estimate of other post-employment benefit liabilities (OPEB)

For each of the estimates listed above, we evaluated the key factors and assumptions used to
develop the estimate in determining that it is reasonable in relation to the financial statements
taken as a whole.

The disclosures in the financial statements are neutral, consistent, and clear. Certain financial
statement disclosures are particularly sensitive because of their significance to financial
statement users. The most sensitive disclosure affecting the financial statements were:

e Deposits and investments

o Long-term debt

e (apital assets

o Pension and other post-employment benefit disclosures

Difficulties Encountered in Performing the Audit

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

Corrected and Uncorrected Misstatements

Professional standards require us to accumulate all known and likely misstatements identified
during the audit, other than those that are trivial, and communicate them to the appropriate level
of management. We proposed multiple journal entries related to correct several areas including
capital assets and Water and Sewer Fund accounts.

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with management as a
financial accounting, reporting, or auditing matter, whether or not resolved to our satisfaction,
that could be significant to the financial statements or the auditor’s report. We are pleased to
report that no such disagreements arose during the course of the audit.

Management Representations

We have requested certain representations from management that are included in the
management’s representation letter dated December 23, 2025. A copy is attached for your
reference.



Management’s Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and
accounting matters, similar to obtaining a “second opinion” on certain situations. If a
consultation involves application of an accounting principle to the financial statements or a
determination of the type of opinion that may be expressed on those statements, our professional
standards require the consulting accountant to check with us to determine that the consultant has
all relevant facts. To our knowledge, there were no such consultations with other accountants.

Major Issues Discussed with Management Prior to Retention

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

Communication of Fees for Nonaudit Services

As previously described in this letter, we performed certain nonaudit services at the request of
management and documented in an engagement letter. Fees for these services did not exceed
those noted in our engagement letter.

Management Letter

We considered the Village’s internal control during the course of the audit, and we remained
alert for areas where procedures and controls could be improved. We noted several matters
involving internal control over financial reporting and its operation that we would consider to be
material weaknesses and significant deficiencies that we have reported in a separate letter dated
December 23, 2025.

This report is intended solely for the information and use of the Village Council and
management of the Village of Lake Orion and is not intended to be, and should not be, used by
anyone other than these specified parties.

We will be pleased to respond to any comments or questions you may have concerning this
letter, our management letter, or any other aspects of our services to the Village of Lake Orion.

It has been a pleasure to serve the Village of Lake Orion during 2025. We would like to express
our appreciation for the cooperation and courtesy extended to us by management and employees

of the Village and look forward to continuing our association in the future.

Sincerely,

WW% PLC


















